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EXECUTIVE SUMMARY 
 
This assessment report has been produced within the framework of the Twinning project 
entitled ‘A New Financial Approach to Investment in the Public Railway Infrastructure in 
Slovenia’ (reference number: SI/03/IB/TR/01). The Twinning project is a partnership between 
the Slovene Ministry of Transport (MoT) and the Slovene rail infra manager AZP on one 
hand, and the Ministry of Transport, Public Works and Water Management of the Netherlands 
and the Department for Transport (DfT) of the United Kingdom on the other hand. The 
overall purpose of the Twinning project is to assist the AZP strengthen its capabilities to deal 
with urgent investments in the public railway infrastructure (e.g. the Pan-European Corridors 
V and X). The assessment report examines the institutional role and related financial 
processes of the Slovene rail infra manager AZP. A focus has been made on the maintenance 
and investment tasks related to the Slovene public railway infrastructure.  
 
The structure of the report is the following: 
  
Part 1: Description of the Regulatory Framework Concerning the Rail Infra Management 
Functions in Slovenia. This part describes two domains: the main characteristics of the 
Slovene legislation regarding the rail infra management function and the national policy 
framework concerning the rail infra management sector.   
 
Part 2: Findings of Member State Experts. In the period March 2005 to April 2006 experts 
from the Dutch MoT as well as from the Dutch rail infra manager ProRail conducted 
interviews with a fair number of Slovene railway experts (see Annex 2) and carried out desk 
research to analyse the institutional characteristics of the Slovene rail infra management 
function. They have placed their findings in a broader international railway context.  
 
Part 3: Preliminary Conclusions. Based on the findings mentioned above, the Dutch 
Twinning experts have outlined various preliminary conclusions. Due to the nature of the 
Twinning project as a means to enhance institution building, these conclusions have a rather 
strategic connotation. Experts of the UK DfT have conducted a peer-review to validate the 
conclusions.  
 
The most important findings can be grouped and summarized as follows. 
 
The relevance of the Slovene railway system as mode of transportation 
Compared to other EU Member States the Slovene railway system accommodates a very high 
volume of freight transport and a rather low amount of passenger transport. The strong 
position of the Slovene railway system in the cargo transportation sector is in our opinion a 
unique selling point. Although Slovenia has a good motorway system, the inland 
transportation of goods from the port of Koper requires a multi-modal transport system, of 
which railways is an indispensable part. The future development of the competitive position 
of Luka Koper in relation to the transport facilities offered in neighbouring harbours (i.e. in 
Italy and in Croatia) could be greatly enhanced by sustained attention to the quality and the 
capacity of the Slovene railway network.  
 
The institutional context of the Slovene railway infra structure policy 
The establishment and the functions of the Slovene rail infra manager are based upon 
legislation. One of the primary responsibilities of the AZP is the task to maintain the quality 
of the railway system. Within this scope, the management of (the preparation of) investment 
projects plays a vital role. However, not all the rail infra management functions have been 
allocated to the AZP. The responsibility for maintaining the railway system has been granted 
                 Assessment Report on the Financial Model of the Slovene Rail Infra Manager AŽP              
               Twinning Project SI/03/IB/TR/01      -        A New Financial Approach to Investment in PRI 
 
 
iv 
to an authorized rail infra manager (i.e. the national rail operator HSZ). Based on the 
legislation involved as well as on the outcome of the interviews conducted, we have to 
conclude that the division of roles between these to institutions is not clear. This fact 
contributes to a sub-optimal organization of the railway infra management function. From a 
more technical point of view, the assessment of the need to carry out daily maintenance, 
instead of renewals or even new investments is hampered by the fact that a Life Cycle 
Approach is not promoted by the way the current institutional system functions. We have 
observed that, due to an underdeveloped strategic railway policy model, priority is given to 
intensifying the level of daily maintenance instead of putting more effort into carrying out 
renewals or even new investments. As a result, the trend is that the overall quality of the 
railway system is deteriorating at an increasing pace.  
 
The financial processes concerning the functioning of the Slovene rail infra manager 
AZP 
The most important finding is that the current Slovene railway policy model lacks a mid-term 
investment-planning model, which should cover a period of 5 to 10 years. Such a multi-
annual investment-planning model facilitates the policy process in two ways. First, 
introducing a mid-term investment programme could provide a link between the strategic 
long-term policy goals as stated in the national transport policy documents and the annual 
Work Programme and Financial Plan (WPFP) of the AZP. Without such a mid-term policy 
instrument, a clear policy framework to assess the relevance of the content of the proposed 
WPFP is almost impossible. Second, a mid-term investment-planning model provides a 
conceptual framework to make cost-benefit analysis regarding the need for daily maintenance, 
renewals or new investments. The secret of such a model is that policy targets and (indicative) 
financial resources are matched. This mechanism promotes stability and predictability of the 
railway policy. Furthermore, the benefits of introducing a Life Cycle Approach would be 
facilitated (see also Annex1).  
 
Another important finding relates to the timing of the various annual budget-planning 
processes. The timeframe of the government budget planning on one hand and the decision 
making on the WPFP and the annual HSZ-maintenance offer are not harmonized. This fact 
leads to the result that instead of an integral operational decision process regarding the 
expenditures on railway maintenance and railway investment, a series of subsequent decisions 
needs to be taken. By working in this manner there is a considerable risk that vital data are not 
present at the time the government / MoT prepares its budget for the upcoming year. On the 
other hand, the current budget planning (and approval) systems result in the fact that during a 
substantial part of the upcoming year both the AZP and the HSZ have no legitimate clearance 
to execute their investment and maintenance tasks. This creates a very sub-optimal situation. 
In order to have organizations working in a professional manner the budget for the current 
year should be fixed before the end of the previous year. 
 
The Twinning-experts have observed the fact that currently the attention of the Slovene public 
authorities is focussed on the budgeting aspects of the railway infra management system. Due 
to this focus on finance, there is an underdeveloped attention to the performance of the 
railway system as such. The recent history in both the Netherlands and the UK has shown that 
improving the railway system starts with a clear focus on the desired performance of the 
railway system. Translating such performance levels into a mid-term investment planning 
system, which promotes a Life Cycle Approach contributes to a higher benefit for the society 
(taxpayers, private sector, …). 
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1 Introduction to the Report 
 
This new EU-Twinning project within the Slovenian railway sector commenced in January 
2005. This Twinning project with the title ‘A new approach to investments in Public Rail 
Infra structure’ aims to assist the Slovene rail infra manager AŽP to enhance its capacities to 
deal with urgent railway infrastructure investments and railway maintenance. The Twinning 
project is a partnership between the Ministry of Transport of the Republic of Slovenia and a 
consortium of the Ministry of Transport, Public Works and Water Management of the 
Kingdom of the Netherlands and the Department for Transport of the United Kingdom. The 
Final Recipient of the Action is the Slovene rail infra manager AŽP.  
 
Within the framework of the Twinning various objectives have been addressed to date. The 
majority of the Twinning activities implemented have been focussed on the investment 
methodology (i.e. EU-funding mechanisms, Public Private Partnership-concepts) and the 
improvement of the current railway infrastructure maintenance model. (i.e. the Components 4 
and 6 of the Work Schedule annexed to the Twinning Contract). The overall purpose of this 
EU-Twinning project is to provide the Beneficiary Country with relevant expertise in order to 
enhance its institutions in the field of railway infrastructure management.  
 
A primary condition for the implementation of efficient and effective rail infra management is 
the existence of a sound institutional model, which allocates clear responsibilities to the 
organizations involved. In this regard the institutional role of the Slovene rail infra manager 
AŽP – as linking pin between the Ministry of Transport on one hand and the national railway 
operator HSŽ on the other hand – is of vital importance. Without such a stable institutional 
setting initiatives to improving the financial and operational decision making processes will 
result in sub-optimal outcome. 
 
The objective of this report is to provide an overall assessment of the financial processes of 
the Slovene rail infra manager AŽP in relation to its role, its responsibilities and its main 
tasks. We will look at those aspects from the perspective of the AŽP decision making and 
subsequent executive capabilities for ‘investments’ and ‘maintenance’. With reference to the 
overall objective of this Twinning project, this assessment report will examine in detail the 
following institutional aspects relating to the functioning of the AŽP: 
 Responsibilities and tasks under current legislation 
 The quality and organisation of the financial processes in relation to the 
responsibilities and tasks identified 
 
The nature of the first part of the report is descriptive. The organisation of the financial 
processes will be described based on the responsibilities allocated to the AŽP. The annual 
Work Programme and Financial Plan (WPFP) is the key-document1 for these processes and 
outlines: WHAT activities will be carried out (scope), WHEN these activities will be carried 
out (time), and HOW MUCH the activities are expected to cost (finance). The planning, 
monitoring and reporting of the AŽP work schedule and related finances take place within the 
framework of the WPFP. Therefore, the Twinning experts have selected the WPFP as the base 
to carry out the assessment mentioned. 
 
The second part of the report contains the findings of the experts with regard to the 
functioning of the financial model of the AŽP. These findings concern the following three 
aspects: 
                                                 
1 The Work Programme and Financial Plan are two separate documents in a single volume. 
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1. The efficiency and effectiveness of the current institutional framework (legislation). 
2. The relationship between operational decision making and financial planning. 
3. The quality of the management information used during the various stages of the 
WPFP process. 
4. In addition the findings address some very specific issues regarding the maintenance 
model (i.e. the quality of the railway track, the division between renewals (capital 
maintenance) and current (daily) maintenance).  
 
The third part of the report contains the preliminary conclusions and some recommendations 
based on the findings regarding the aspects addressed in part two of the report. 
 
In order to verify the findings of the Dutch experts a senior expert from the Corporate Finance 
Directorate of the UK Department for Transport has performed a peer review. The results of 
the peer review were in accord with the findings.  
 
Twinning projects are not specifically designed to provide technical expertise to the 
beneficiary country; their purpose is to focus on institution building. This condition has 
limited the scope of the assessment performed. Also the complex relationship among 
institutions in the Slovene railway sector has limited the level of detail of the study. Lastly, 
due to the uncertainties regarding the future role of the AŽP, the Project Steering Committee 
decided in its April 2005 meeting, that the execution of the assessment had to be postponed 
until the end of the project implementation. As a result, the scope and content of this 
assessment changed considerably.  
 
Instead of a reference framework to carry out the remaining Twinning activities, the 
assessment has become a kind of a final summary of all the impressions and data, which were 
obtained during the full project implementation period. The late execution of the assessment 
of the financial model of the AŽP has imposed a time constraint on the Twinning experts, 
which constraint unfortunately has its effects on the level of detail of some aspects 
investigated concerning the financial processes within the AŽP. Some vital elements for 
sound financial management have not been investigated (e.g. the quality and quantity of the 
human resource capacity available at the AŽP). In our opinion such omissions do not lower 
the potential impact of the report. 
 
It is important to mention that, due to the current Slovene railway policy context and its 
potential consequences for the future of the AŽP, no specific research question has been 
formulated. As a result the assessment will primarily focus on the strategic characteristics of 
the current decision making processes within the scope of the Slovene rail infra management 
function. 
 
This report aims to provide the Slovene public sector authorities involved with the best 
professional judgement of railway experts of the Dutch Ministry of Transport. However, we 
hope the approach chosen and the substantiation of opinions expressed provide our Slovene 
counterparts in the railway sector with additional information to improve the current financing 
and decision making model regarding rail infra management.  
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This report is available both in English and Slovene language on the homepage of the AŽP: 
www.azp.si 
 
 
Yours sincerely, 
 
 
 
 
Mr. Evert Jan Schuurman     
Resident Twinning Advisor 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
     
According to the Twinning Contract, Annex 1, Article 7.1, the official language of this 
Twinning project is English. All formal communication regarding the project, including 
all reports, was produced in the English language.  
 
An unauthorized version of this report in the Slovene language is available at the web site 
of the AZP (i.e. www.azp.si). In the event of any conflicts or differences in the meaning 
between the English and the Slovene version of this report the text of the English version 
of the report shall take precedence. 
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2 Assumptions of the Assessment  
 
Based on desk research performed and interviews held with experts employed within the 
Slovenian railway sector, the Twinning experts collected basic data about the current 
financial model of the AŽP. Two MS expert missions have taken place. The first mission - 
led by experts of the Dutch rail infra manager ProRail – took place in April 2005. This 
assessment focussed on the characteristics of the current Slovene maintenance model. The 
findings were presented in a workshop held on the 6th of June 2005. The second mission – led 
by experts of the Dutch Ministry of Transport, Public Works and Water Management – took 
place in April 2006. This assessment focussed on the financial model of the AŽP in general 
and took the findings of the first assessment into account. A list of interviewees is provided 
in Annex 2 to this report. 
 
The basic assumption, which is the leading thread throughout the report, is the idea that the 
responsibility to carry out particular operational activities on one hand and the financing of 
such activities on the other hand are interrelated. The overall prioritisation of the railways as 
policy sector is by definition embedded within a broader picture of setting public sector policy 
priorities. As a consequence the budgets available for carrying out the rail infra management 
tasks of the AŽP need to be facilitated within this broader context. Having said this, within 
the railway sector the realisation of policy priorities should take precedence over the decision 
on the means to finance them. In other words: Firstly, specify the tasks to be carried out / 
accomplished within a particular time frame. Secondly, specify the means to finance those 
prioritized tasks. The logic of this approach is that the WHAT-question is leading, the HOW-
question follows. By reversing the sequence of reasoning the assessment would be of little to 
no value to the Slovene policy makers. For it would simply imply that the amount and quality 
of the assigned task to be carried out in a particular year by the AŽP and third railway 
institutions (i.e. the HSŽ on maintenance) are a result of the availability of budgetary means. 
In that case the public interest in railways is (by definition) defined and therefore limited by 
the amount of budget made available. We assume such a conclusion would not be in line with 
the overall objective of this Twinning project. 
 
The basic function of a rail infra manager is to provide sufficient capacity to railway 
undertakings in a transparent, non-discriminatory manner according to the highest safety 
standards appropriate. Providing ‘availability’ to railway operators is another way to express 
this overall function. The majority of funds to be used by the rail infra manager is required to 
provide this sustained availability. Key-terms in this regard are: Reliability, Availability, 
Maintainability and Safety (RAMS). In order to fulfill its overall function continuous railway 
maintenance work needs to be carried out and various investment projects will have to be 
initiated. These tasks involve large amounts of money and are tasks about which important 
political decisions frequently need to be made. The scope and content of maintenance plans 
and development schemes are also the base line for the financing structure of a rail infra 
manager. Therefore, for the purpose of this report the assessment of the financial model of the 
AŽP will primarily focus on the way these two tasks - maintenance and investment. – are 
institutionalized in the Slovene rail infra management sector. 
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PART I:  Description of the Regulatory Framework Concerning 
the Rail Infra Management Functions in Slovenia 
 
 
3 Relevant EU-legislation regarding the allocation of the rail infra 
management functions 
 
 
The objective of this report is not to state an opinion about the way the Slovene authorities 
have implemented the relevant EU-Directives on railways. The chosen model of division of 
responsibilities between the rail infra manager and the railway operators in Slovenia is taken 
as a reference. The EU-legislation is regarded to be relevant as far as it refers to the basic 
functions of rail infra management. These operational functions will have to be allocated to 
one or more institutions in the railway sector. The financial model should be consistent with 
the allocation of these functions. 
 
For the purpose of this report it is sufficient to summarize the basic rail infra management 
functions as defined by Directive 2001/14/EC:  
 
1. charging for the use of infrastructure 
2. capacity allocation 
3. publication of the network statement 
4. traffic management 
5. defining capacity enhancement plans 
6. providing mandatory services quoted in Annex II 
 
According to the document ‘The first Railway Package, a joint review of EIM, ERFA, 
ERFCP’ dated November 2005, the Slovene rail infra manager AŽP – which operates 
independently from the railway operators - is responsible for the functions: 1, 2, 3 and 5. The 
national railway operator HSŽ has been granted the status of authorized rail infra manager. In 
this role the HSZ is responsible for the functions 4 and 6. The HSZ has a ‘key responsibility 
for the safe design, maintenance and operation of its rail network’ as required by EU-
Directive 2004/49 (par. 17)2. We would like to note that the Twinning experts have not 
focused their attention on the question if, and to which extent, having both a ‘rail infra 
manager’ and a ‘authorized rail infra manager’ at the same time for the same rail network is in 
compliance with the relevant EU-legislation. 
 
It is clear that without maintaining the railway assets in a proper way the provision of capacity 
to railway undertakings is limited. And without a timely commencement of strategic 
investment projects for railway infra structure a satisfying solution to congestion problems – 
or other public sector transportation priorities (e.g. modal shift from road to rail) – will not be 
obtained3.  
 
 
 
 
 
                                                 
2 Official Journal of the European Union L 164 of 30 April 2004 
3 About the importance of these two tasks we would like to refer also to the remarks made in paragraph 2 of 
chapter 2 “Assumptions of the Assessment”. 
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4 Relevant Slovene legislation regarding the allocation of the rail 
infra management functions 
 
4.1 Introduction 
Financial mechanisms operate in three different dimensions, the past, present, and future or in 
financial terms, planning, implementation, and reporting. All three dimensions entail different 
procedures and reporting that revolve around the two core activities of the Slovene railway 
infra manager AŽP (hereinafter also referred to as ‘the Agency’) – PRI Maintenance and 
Investment, which absorb the most of the Agency’s financial resources. Although recognizing 
that the Agency is also involved in other tasks, the above-mentioned activities provide the 
focus of the underlying report, which depicts the regulatory situation (Acts, Rules, etc.) to 
date.  
 
The following acts regulate the allocation of railway infra management functions within the 
Slovene railway sector: 
 The Railway Transport Act 
 The Railway Safety Act 
 The Decision on the Establishment of the AŽP 
 
In the next paragraphs the primary tasks of the AŽP as allocated by legislation will be 
summarized.  
 
4.2 National legislative framework on railway infrastructure 
 
The Railway Transport Act 
 
According to the Railway Transport Act (Official Gazette, No. 92/1999, 11/2001, 33/2001, 
110/2002-ZGO-1, 110/2002, 56/2003, 29/2005 Odl.US: U-I-316/04-6) the Agency is in 
charge of the following tasks: 
- to sign contracts on behalf and for the account of the state for the performance of the 
commercial public services determined by this Act; 
- to finance the commercial public services from the preceding indent; 
- to supervise services performed under the conditions laid down for commercial public 
service;  
- to draw up a network programme and related expert bases for charging infrastructure fees 
for public railway infrastructure;  
- to draw up and implement a coordinated timetable; 
- to issue and revoke licences and safety certificates; 
- to issue permits and approvals in accordance with the law governing railway transport 
safety; 
- to draw up, organise and manage investment works on public railway infrastructure; 
- to manage the public railway infrastructure and the government funds allotted for 
management to the Agency by the government. 
The Railway Transport Act shapes the role of the Agency as the infrastructure manager in 
detail. However, four relevant articles provide limitations to the scope of responsibilities of 
the AŽP.  For reasons of transparency the relevant clauses are stated below: 
                 Assessment Report on the Financial Model of the Slovene Rail Infra Manager AŽP              
               Twinning Project SI/03/IB/TR/01      -        A New Financial Approach to Investment in PRI 
 
 
7 
 
- Maintenance and traffic control are performed by the Authorized Infrastructure Manager, 
contracted by the Infrastructure Manager. Before the contract is entered into the 
Government must give agreement (Railway Transport Act, ibidem, art 11). 
 
- Penal provisions of the Railway Transport Act and Railway Safety Act, referring to 
infrastructure manager or its responsible person, refer in cases of PRI maintenance and 
traffic control to the Authorized Infrastructure Manager and its responsible person 
(summarized translation) (ibidem, art. 35 ). 
 
Note Twinning: These two clauses refer to the HSŽ as ‘Authorized Infrastructure Manager’, 
that has been granted a concession by the Slovene government to carry out railway 
maintenance for 7 years after completion of SZ reorganization. 
 
- Penal provisions of the Railway Transport Act and Railway Safety Act, referring to the 
infrastructure manager, refer with regard to all other instances not covered by the previous 
article to the Agency and its responsible person (ibidem, 36 ). 
 
Note Twinning: The responsibility of the AŽP referred does not include responsibility for the 
PRI Maintenance task. However, some specific responsibilities regarding maintenance 
remain with the AŽP: see the Railway Safety Act, Clauses 20 and 28 (mentioned below)  
 
- Until the reorganization of the Slovenske železnice, d.d., public company (SŽ), the State 
will enter into contracts with it for: 
 
o passenger transport in domestic railway transport, provided as a public good 
through public utility by the state, 
o carrying out tasks of the authorized inframanager. 
 
The contracts from the previous paragraph with Slovenske železnice, d.d., public company 
will be entered into in the name of and on behalf of the State by the Agency, after agreement 
by the Government (ibidem, 354). 
 
 
The Railway Safety Act 
 
According to the Railway Safety Act (Official Gazette, No. 85/2000, 110/2002-ZGO-1, 45 / 
2004) the Agency is in charge for the following tasks relevant for this report: 
 
- issuing consent for interventions (e.g. construction, laying down pipelines, etc.) in the 
train-free space (ibidem, art. 11); 
- auditing of documentation for maintenance interventions (ibidem, art. 20); 
- maintenance of level crossings to ensure safe railway and road transport (ibidem, art. 28). 
 
 
The Decision on the Establishment of the AŽP 
 
The Agency performs in the public interest the following tasks (relevant for this report) 
(Decision on the Establishment of the Agency, Official Gazette of the Republic of Slovenia 
No. 30/03, 59/03, Art. 6): 
                                                 
4 Art. 35 of ZZeIP-A, ZZeIP-B, ZZeIP-C. 
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- tasks of the railway infrastructure manager, as defined by regulations (i.e. the Railway 
Transport Act and the Railway Safety Act), 
- prepares the working material for the National programme of PRI construction and 
maintenance, Annual plan of PRI construction and maintenance, working materials for 
implementing regulations on railway safety, and other materials, requested by the 
Ministry of Transport, 
- in the name of and on behalf of the state and in conformity with the founder (MoT) enters 
into contracts with contractors for the execution of commercial public services as defined 
in article 6. (passenger transport) and 11. (PRI maintenance and traffic control) of the 
Railway Transport Act, 
- enters into legal transactions, related to assets managed by the Agency. 
- supervision of contract implementation, mentioned in previous two bullet points, to secure 
their effective, economic, quality execution, and dedicated use of funds, 
- is in charge for PRI and railway transport development, 
- prepares programmes for EU co financing and coordinates the use of granted funds, 
- in conformity and in cooperation with the Ministry of Transport produces, manages and 
finances PRI construction or capital maintenance projects, financed from public and/or 
private finance. 
 
4.3 National policy framework on railway infrastructure 
 
Policy processes in the Slovene railway sector take place within the legislative framework 
stated. As will be clarified below, these policy processes take place at two stages: at the 
national (strategic) level and at the level of the rail infra manager (operational). The 
operational plans of the AŽP (WHAT will be done and HOW MUCH will it cost) should be 
founded on and in line with the broader strategic policy horizon specified in various 
programmes to be adopted by the government and parliament.  
 
On the strategic – multi-annual - level the following documents provide the framework for 
railway policy: 
 National Development Programme 
 National PRI Development Programme 
 
The National Development Programme is a long-term implementation document of the 
Strategy for Economic Development of Slovenia and other long-term development planning 
documents. It includes national development priorities, main programmes and 
subprogrammes, that is investments and other development tasks. It is a baseline for 
negotiations of Slovenia on European financial perspectives. 
 
The National PRI Development Programme defines the main lines of development of the 
Slovene railway infrastructure in provides a rough estimate of the necessary finance.   
 
On the operational – annual - level the following key-document contains all relevant data and 
information regarding the activities of the rail infra manager AŽP: 
 
 The Work Programme and Financial Plan 
 
The Work Programme and Financial Plan (WPFP) of the Agency sets for the following year 
all the operational goals and tasks to be executed (Decision on the Establishment of the 
Agency, Art. 12) and contains effectively the total budget of the Agency. For the subsequent 
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year the WPFP contains an indicative work programme. Based on the adoption of this 
document funds should be appropriated in the state and the Transport Ministry’s budget. As a 
consequence, the WPFP should be in line with the relevant sector legislation and the adopted 
strategic policy documents (i.e. the National Development Programme and the National PRI 
Development Programme). The WPFP itself is based on the Annual PRI Maintenance, 
Investment and Modernization Plan, adopted by the government, which defines PRI 
maintenance and investment only with corresponding budgetary commitments and is derived 
from the National PRI development programme (Railway Transport Act, Art. 13).   
 
 
Figure 1. Framing of the WPFP 
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It is the WPFP, which reflects the policy priorities at present and the way to obtain the 
required policy targets. When taking both the legislative and the policy framework regarding 
Slovene PRI into account the position of the annual WPFP can be illustrated as shown in 
Figure 1. 
 
Figure 1 is divided into two areas, the strategic policy - regulatory baseline and the 
operational policy - political process. The regulatory baseline defines the framework, while 
the political process precisely defines and adapts actions within the framework in line with the 
current political priorities. As mentioned in chapter 2 “Assumptions of the Assessment” this 
report focuses on PRI maintenance and investment. Other tasks of the Agency have been 
omitted from Figure 1 to increase transparency. 
 
The regulatory baseline for the maintenance task consists of Railway Transport Act, and the 
Railway Safety Act. The baseline for investment in PRI is derived from several documents. 
On the top and most abstract level is the National Development Programme5, below is the 
Transport Policy6. The National PRI Development Programme (Railway Transport Act, Art. 
13.) follows. Unlike the abstract nature of the two top policy documents, The National PRI 
development programme is quite specific and sets the priorities of construction (investment), 
modernization (capital maintenance), and (current) maintenance, and defines financial volume 
for their realization in the programme’s duration7. Priorities, for which EU co financing 
applications will be prepared, are listed in the Strategic Reference Framework for Cohesion 
Fund Assistance (Ministry of Transport, Ljubljana, December 2003). 
 
Starting from there the political process shapes the precise financial scope of the WPFP. 
Political priorities are expressed in the state budget or the 2 year budget implementation act, 
which defines the Ministry of Transport budget. The WPFP is then a matter of negotiation 
between the Agency and the Ministry of Transport. The result of these negotiations is a 
WPFP, adopted by the government. A legal base to grant the Agency access to state budget 
funds, defined in the WPFP, is a contract between the MoT and AŽP. The contract is based on 
Public Finance Act (Art. 50) and Public Agencies Act (Art. 39), which define the purpose 
(monitoring of the indirect budget user) but not define the content of the contract. The 
contract is a legal base for financial flows from the direct to indirect budget users. In summary 
the contract between the MoT and the Agency is divided into several for this report relevant 
points/ chapters. These define: 
- purpose of finance (implementation of National PRI Development Programme, operation 
of Public Utilities, operation of the Agency); 
- items to be financed (subsidies to passenger transport, PRI maintenance, ect.); 
- division of authority between MoT and the Agency; 
- procedures with regard to task implementation (forms for disbursement, ect.) 
- monitoring, reporting, and supervision. 
 
Operational guidance regarding spending is also provided to the Agency via the Budget 
Manual issued by the Ministry of Finance. 
 
                                                 
5 At the time of drafting of this report the National Development Programme for 2001  2006 was still in the 
process of adoption. 
6 A new Resolution on Slovene Transport Policy is also in the process of adoption. 
7 The financial baseline of the National PRI development programme expired in 2005, it nevertheless serves as a 
guideline for the future, until the next programme is adopted.  
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The Agency is independent in the execution of its tasks (Public Agencies Act, Art. 2). 
However, it is obliged to cooperate with the MoT in the preparation of the WPFP 
(MoT/Agency Contract 2006, art. 7).  
 
The council of the AŽP adopts the Work Programme and Financial plan in conformity with 
the Government (founder) (Decision on the Establishment of the Agency, Art. 10). WPFP and 
other documents accepted by the AŽP’s council are then forwarded for adoption to the 
government. 
 
4.4 Brief Overview of the Organization of the AŽP 
 
The Slovene rail infra manager AŽP (i.e. ‘the Agency’) was established by the government of 
the Republic of Slovenia in June 2003. For policy reasons the AŽP is based in Maribor, at a 
distance of 130 kilometer from Ljubljana. The AŽP acts as an independent rail infra manager 
(i.e. in relation to the railway undertakers), but is held responsible for its results by the 
Ministry of Transport in Ljubljana. This division responsibility is reflected by the fact that the 
AŽP has the status of an indirect budget user (i.e. it does not receive its financial resources 
directly from the state budget, but the AŽP budget is part of the general budget of the 
Ministry of Transport).  
 
The Agency has two decision-making bodies, the Council and the Director (Decision on the 
Establishment of the Agency, Art. 10). 
 
The Council8 of the Agency: 
- ensures that the Agency operates in the framework of public interest, 
- adopts the Work Programme and Financial Plan, Annual Report, and other reports in 
conformity with the founder, 
- appoints an authorized auditor to review the annual report, 
- adopts general acts for the implementation of the Agency’s public authority, 
- with the agreement of the competent Minister of Transport, adopts the Act on the System 
of Positions and the Act on Internal Organization, 
- at the proposal of the director decides on commercial services, which the agency could 
provide 
- at the proposal of the director and in agreement with the founder (MoT) decides on the 
surplus of revenues over expenditures and on servicing of surplus of expenditures over 
revenues,  
- performs an open competition to appoint a director, 
- nominates a director to the founder (MoT) and proposes his dismissal, 
- provides the director with guidelines and instructions for work,  
- appoints expert committees and other working bodies for the handling and studying of 
individual tasks, for which the Council is competent. 
 
The responsibility of the Director is to (ibidem, art. 11): 
                                                 
8 The council of the agency consists of 5 members, instated at the proposal of the founder (MoT). The members 
are appointed for a period of 5 years with possibility of extension (Decision on the Establishment of the Agency, 
Official Gazette of the Republic of Slovenia No. 30/03, Art. 9). The council’s composition: 
- 1 Ministry of Finance, 
- 2 Members of Parliament, 
- 1 Ministry of Economy, 
- 1 Ministry of Transport. 
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- perform tasks, defined by the Public Agencies Act9, this Decision, and other regulations.  
 
The up-to-date organizational chart of the AŽP is presented in Figure 2. 
 
                                                 
9 The Public Agencies Act is very general on this topic. The Director represents the Agency, manages work 
processes and operation of the Agency. He issues legal acts in matters under the authority of the Agency. 
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Figure 2. Current organization chart of the AŽP  
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5 Work Programme & Financial Plan (WPFP) 
 
The WPFP provides the basic framework for the functioning and financing of the AŽP. All 
AŽP budget components should be included in this document (descriptive and financial 
context), therefore we decided to assess the basic characteristics of the WPFP. This effort 
comprise not only of looking at the content of the WPFP, but also examining the preparatory 
process, its execution and finally, the reporting stage. All these elements will be described in 
the following chapters. Both in operational and financial terms the life cycle of the WPFP 
comprises the following three stages: 
 
 The planning stage: the preparation of the WPFP as a framework for the AŽP 
activities in the forthcoming period; 
 The implementation stage: the execution of the Work Programme and the monitoring 
of the progress of budget spending according to the Financial Plan; 
 The reporting stage: the activities being executed in the last year (including the cost 
related to those activities), which should be accounted for. 
 
Figure 3. An illustration of the of the WPFP life cycle 
 
 
 
 
 
 
 
To complicate matters, the life cycles of various WPFPs overlap. Like any other public sector 
or private sector organization the AŽP has to deal with three different WPFPs in the same 
year: 
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Figure 4. The overlapping processes of the three different WPFPs 
 
 
 
It is essential that the three phases are clearly fixed in time (i.e. commencement date 
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programme and a final date for closure of the reporting stage of the WPFP). Therefore, in part 
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A stated in chapter 4.3 the WPFP is based on the Annual PRI Maintenance, Investment and 
Modernization Plan, adopted by the Government, which defines PRI maintenance and 
investment only with the corresponding budgetary commitments. The Annual PRI 
Maintenance, Investment and Modernization Plan is derived from the National PRI 
development programme (Railway Transport Act, Art. 13).  
 
The difference between the WPFP and the Annual PRI Maintenance, Investment and 
Modernization Plan is that the first document has a broader scope and includes all tasks of the 
AŽP with related revenue and expenditure, while the latter is limited in scope and only covers 
some primary tasks of the AŽP (maintenance and investments). In detail, the WPFP in 
addition to the Annual PRI Maintenance, Investment, and Modernization Plan also includes: 
- the implementation of transport policy (passenger and freight subsidies), 
- train station maintenance,  
- traffic control,  
- PRI insurance premium,  
- debt servicing of the AŽP, 
- operation of the AŽP. 
 
As a consequence of the fact that the WPFP is based on the Annual PRI Maintenance, 
Investment and Modernization Plan, the outlines for this plan should be in place before 
drafting the WPFP. 
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development, measures ensuring high quality services for the public and other users, and 
measures ensuring efficient use of funds (Public Agencies Act, Art. 36). 
 
Once the funding has been secured at a strategic level, the funds are allocated in the WPFP in 
line with their stated purpose. Additional to the master contract between the MoT and AŽP  
each project co-financed by the EU requires a separate contract between the Ministry of 
Transport and the AŽP (MoT/AŽP Contract 2006, Art. 6).  
 
The structure of the Financial Plan must be in line with the Work Plan (Instruction on the 
preparation of financial plans for indirect users of state and municipal budgets, Official 
Gazette of the Republic of Slovenia, No. 91/2000, 122/2000, Art. 7). This is a very important 
notion, because it implies that the financing of activities (i.e. the COST – question) should be 
dependent on answering the question on the scope and content of the activities (i.e. the 
WHAT-question). The structure of the Financial Plan is the following (Public Finance Act,  
Art. 10): 
- general part, 
- special part, 
- development programmes’ plan 
 
The general and special parts include, according to the economic classification (uniform chart 
of accounts): 
- estimate of income and expenditures for the past year, 
- estimate of income and expenditures for the current year. 
 
The last part of the Financial plan, the Development programmes’ plan, shows planned 
expenditure for investments and State aid in the coming four years (ibidem, Art. 12). The 
Financial Plan must include all expected income and expenditure, which will be incurred in 
the coming calendar year and it must be prepared in line with the rules on content, 
breakdown, and form of accounting statements (Instruction on the preparation of financial 
plans for indirect users of state and municipal budgets, 3. čl.).  
 
5.1.1 WPFP and the Financing of the AŽP 
 
WPFP is a key document of the AŽP, which defines the tasks of the Agency in a given year 
and their financing. The execution of this document is nevertheless dependant on the 
framework in which it was created, as illustrated in Figure 1. Framing of the WPFP. To 
enhance the understanding of the context in which the WPFP is executed we provide some 
practical examples of AŽP's financing. 
 
Funding sources of the Agency are the following (Decision on the Establishment of the 
Agency, Art.17): 
- national budget (AŽP as percentage of total budget in 2005, including grants: 76%), 
- grants, 
- revenue, derived from asset management (user charge, lease fees, etc.), 
- revenue, from issuing of licenses, safety certificates, and other administrative acts, 
- loans (21%) 
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The vast majority of AŽP’s budget comes from the Ministry of Transport or State budget. The 
second biggest source of finance is the loans. This source includes two loan 
facilities: liquidity borrowing and State guaranteed loans.  
  
AŽP is included in the Treasury’s Single Account System (Public Finance Act, Art. 68), and 
is entitled to liquidity borrowing. In line with the definition liquidity borrowing can be used to 
cover discontinuities during the year but more importantly to bridge the gap until the adoption 
of the WPFP and finance liabilities, that cannot be postponed10 (e.g. AŽP running costs, HSŽ 
operation and maintenance). The debt incurred must be cleared by the end of the business 
(and calendar) year. 
  
The use and scope of the liquidity borrowing facility are not defined in the legislation, i.e. its 
use is left to the judgment of the AŽP. 
  
In the case of the State guaranteed loans the Budget Implementation Act defines the loan 
contingency which the State is prepared to guarantee. In 2006 this contingency is 150 billion 
SIT (Republic of Slovenia Budget for 2006 and 2007 Implementation Act, Official Gazette, 
No. 116/2005, Art. 33). “The Budget Manual: Economic Baseline and Drawing Rights 
Framework” of the MoF further provides detailed instructions, how much of the loan 
contingency an individual budget user can ask to draw. From the past practice it is evident 
that a specific act (i.e. Act Regulating the Guarantee of the Republic of Slovenia) is adopted 
by the Parliament if the loans are to be granted.  
 
For multi-year projects the Public Finance Act (Art. 44) provides that unused balance of 
budgetary commitments of the past year, with the exception of receipts, which were the result 
of own activities, are transferred to the state budget for the coming year. This right was, 
however, negated by the RS Budget Implementation Act for 2006 and 2007 (Art. 46). Unused 
balance of budgetary commitments, committed in the 2004 and 2005 national budget for BC 
participation shall not be transferred to the 2006 budget. 
 
The Budget Manual 2006-2007, under item 1303, Rail Transport and Infrastructure, also 
effectively states that no investment in PRI is foreseen. The Agency is however permitted to 
take up loans to secure Slovene participation in EU funded projects. 
 
The two-tier loan facility system of the AŽP is graphically expressed in figure 5. For reasons 
of clarification the WPFP for the year 2006 is chosen as base line.  
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
10 In 2005 for example, the WPFP for 2005 was adopted in November of the same year.   
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Figure 5. The two-tier loan facility system of the AŽP. 
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The logic of this system is that during the interim period, between the first of January and the 
date of the adoption of the WPFP, no State guaranteed loans can be obtained by the AŽP due 
to the fact that there is no legal base for granting the guarantee. Loans for investments tasks 
must be based on the activities to be carried out by the AŽP in the new year. These activities 
are stated in the WPFP, which has to be adopted first by the Government before the adequate 
State budget is released and the permission is given to the AŽP to finance remaining activities 
by taking up loans. The consequence of this reasoning is that in case the adoption of the 
WPFP is delayed for whatever reason, the interim period will be extended as well. And during 
this interim period the AŽP can only use liquidity borrowing as a means of financing running 
activities. 
 
5.2 The planning stage: Putting the WPFP together 
 
For a Public Agency to properly perform its tasks some crucial conditions have to be fulfilled 
before the start of the year. In case of the AŽP this amounts to direct factors: having input 
information for the WPFP, having negotiated its share in the MoT budget, and indirect 
factors: such as the timely adoption of the State budget, and timely adoption of the Annual 
PRI Maintenance, Investment and Modernization Plan by the Government. 
 
The process of collecting all the information necessary for drafting the WPFP for the 
following year starts in the month of August. The Finance, Accounting, and Planning Service 
(FAPS) takes the lead this process11. The FAPS writes its draft-WPFP on the following key 
information: 
- for PRI maintenance (current and capital); the Annual PRI Maintenance Plan submitted by 
the HSŽ (consolidated with the AŽP), 
- for train station maintenance; the Annual Train Station Maintenance Plan 
                                                 
11 In line with the revised rules on project management in the AŽP (2006) changes with regard to this process are 
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- for investments; the National PRI development programme12,  
- for compensation in passenger transport; AŽP prepares a proposal, 
- for traffic control; the offer, provided by the HSŽ, 
- for debt servicing of the AŽP; internal information from the AŽP’s Finance and 
Accounting Service, 
- for running cost of the AŽP; internal information from the AŽP’s Finance and 
Accounting13 Service, 
- for PRI insurance premiums; figures based on previous year’s contract.  
 
The AŽP has relatively little influence on some of the data stated above (e.g. traffic control, 
height and composition of maintenance costs HSŽ). Other data are basically a matter of 
negotiation between the AŽP and the Ministry of Transport (e.g. the level of ambition 
regarding the implementation of policy targets stated in the National PRI Development 
programme) 
 
Before the AŽP can put together a draft-WPFP, it must first consolidate some policy 
conditions with external stakeholders. In the case of the PRI maintenance (which includes the 
component for the Financial Plan), this is the HSŽ offer for the performance of maintenance 
(priced services and material), based on the Annual PRI Maintenance Plan. In 2005 this 
information was received by the AŽP in mid-November. The new rules state that the 
maintenance contractor HSŽ is obliged to provide the AŽP with an annual maintenance 
(current and capital) plan by the end of November for the following year (“Rules on the 
conditions and procedures for the start, execution, and completion of current, capital, and 
maintenance for public good of the railway infrastructure”, Official Gazette of the Republic of 
Slovenia, No. 102/04- official consolidated text, p.7)14.  
 
When the Agency has the information to defend its baseline case it has roughly three months 
to negotiate its budget with the Ministry of Transport (Public Finance Act, Art. 26)15: 
 
“The competent ministry must in line with the deadline and manner directed by the Minister 
of Finance, demand from indirect budget users data necessary for the preparation of the 
financial plans of the ministries”. 
 
“The Financial plans of indirect budget users are adopted by the competent organ in line 
with the procedure, directed by a special act or other regulations or by the act on the 
establishment of the indirect user. If the indirect user is for the major part financed from the 
State budget, its financial plan must be adopted within 60 days from the adoption of the State 
budget”.  
 
The results of the negotiations with the Ministry of Transport are the consolidated WPFP and 
the annual contract between the Ministry and the AŽP16. 
 
Although the Public Finance Act only refers to the Financial Plans of the indirect budget 
users, it is logical for the Work Plan part of the WPFP should take precedence in the 
                                                 
12 Once the funding has been granted, projects are selected according to priorities set in the National PRI 
development programme. 
13 The running cost includes personnel costs, material costs, and outsourcing of individual tasks. 
14 For 2006 the plan was delivered in mid November 2005.   
15 Assuming that the state budget is adopted by 1 January. 
16 The contract deals with state budget funds only 
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discussions between the AŽP and the Railway Directorate of the Ministry of Transport (the 
“HOW” question follows the “WHAT” question). The draft-WPFP should be based on the 
railway transport policy of the Ministry of Transport (as contained in the adopted Annual PRI 
modernization, maintenance and investment plan).  
 
When the State budget is adopted, amendments to it are possible in exceptional cases17 by 1 
October (Public Finance Act, Art. 13a).  
 
Graphically, the process of assembling and adopting the WPFP could be expressed as 
presented in Figure 6. 
 
Figure 6. WPFP planning process milestones  
 
 
 
 
 
 
 
 
 
 
 
 
August September October November December January February March April 
Year T-1 Year T-0 
 
 
 
 
 
 
 
 
Note:  
- In the legislation no date has been stated for the adoption of the Annual PRI 
modernization, maintenance, and investment plan. This plan is prepared by the AŽP and 
will be adopted by the Ministry of Transport. The plan contains a proposal for the 
implementation of the ministerial railway policy in the following year. It would be logical 
that the adoption of this plan precedes the adoption of the WPFP. The adoption of the 
Annual PRI plan provides guidance to the AŽP regarding the level of ambitions for the 
next year. If it would be the otherwise and the adoption of the WPFP would take 
precedence then the adoption of the Annual PRI modernization, maintenance and 
investment plan would make no sense as the Work Plan part of the WPFP already 
contains all the activities to be carried out by the AŽP – on behalf of the Ministry of 
Transport - in the coming year. The legislation is not clear when the negotiation process 
between the AŽP and the MoT starts regarding the content of the draft Annual PRI 
modernization, maintenance and investment plan.  
                                                 
17 Essential changes in economic baseline, economic or public finance policy. 
HSŽ offer: 
Annual PRI 
Maintenance Plan 
WPFP in place 
and adopted 
State and MoT 
budget in place 
and adopted 
Process: collecting data by FAPS and internal preparation of WPFP 
Process: negotiations AŽP with HSŽ 
Process: negotiations AŽP with MoT 
AŽP/ MoT  
annual contract 
in place 
Date of adoption of 
the Annual PRI 
modernization, 
maintenance and 
investment plan? 
See Note below 
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- The legislation fails to state a date by which the annual contract between the Ministry of 
Transport and the AŽP should be concluded. The 2006 contract date of signature was 5 
January 2006; 
The date for concluding the maintenance contract between the AŽP and the HSŽ has not been 
fixed and is open to negotiation.  
 
5.3 The implementation stage: the execution of the WPFP  
 
In the year T-0 the adopted WPFP will have to be carried out by the AŽP. An adopted WPFP 
implies that for every scheduled activity the necessary funding facilities (i.e. State budget, 
EU-funding, scheduled user charges, loan facilities) are in place. Moreover, the adopted 
Financial Plan allows the AŽP to contract out the activities.  
 
During the implementation period the activities of the AŽP should support the attainment of 
the results / objectives specified. Regarding the execution of the Financial Plan however, the 
monitoring activities have to be carried out in a rather frequent and detailed manner. As long 
as the execution of the Work Programme is according to plan, no additional monitoring 
activities are required. Irregularities and deviations beyond a stated threshold should be 
reported to the relevant authorities involved (i.e. to the AŽP Director and – as far as required 
– to the Ministry of Transport and / or to the Ministry of Finance). Due to unforeseen events 
adaptations of the valid Work Programme can be agreed upon between the AŽP and the 
Ministry of Transport – Work Programme revision. 
 
Assessing the implementation stage of the WPFP implies assessing the frequency and quality 
of the monitoring instruments. Relevant aspects are for example: what kind of data is 
collected and why? What is the rationale behind the reporting frequency? What is the 
relationship between data collecting concerning the progress of AŽP activities and the 
collecting of financial data?  
 
The AŽP is obliged to utilize the “Project Management” information system (PMS). This 
system enables insight and displays progress of the projects, programme implementation, and 
budget items. The data entered, refers to qualitative elements (description and realization of 
plan), and quantitative (financial) elements. Items mentioned in chapter 5.1 are usually 
managed as single programme of activities in a specified field of interest (e.g. traffic control, 
subsidies, ect.), while PRI investments (projects run by the AŽP) are managed as individual 
projects. The MFERAC system is a financial software, used by the public administration, 
which defines budgetary sources of the AŽP. The AŽP must follow the logic of the MFERAC 
in the PMS and include non-budgetary sources of finance.  
 
5.4 Data collection: Incoming information 
 
It should be noted that at the time of preparing this report, there is only one internal document 
in use by the AŽP which regulates internal reporting (information flows) - The “Rules of 
procedure for project management at the Public Agency for Rail Transport of the Republic of 
Slovenia”, which have been revised in 2006.  
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Once the projects/ programmes of activities are underway the Finance, Accountancy, and 
Planning Service (FAPS) tracks all the projects via the Project Management software. 
 
The contract caretakers verify the situations and invoices and accept or reject them. Project 
leaders provide detailed explanations for the deviations from plan (as stated in the financial 
and term plan of individual contracts). Accepted invoices and situations are entered in the 
accountancy information system by the FAPS, from which the data is then transferred to the 
PMS.  
5.5 Data processing: outgoing information 
 
For the disbursement of committed funds from the state budget the AŽP is obliged to submit 
three forms to the MoT (MoT/AŽP Contract 2006, Art. 9), a monthly printout from the 
Project Management Software, and a report on irregularities. We have divided reports in the 
forms in regular and ad hoc reports. The term ‘regular’ refers to the fact that these kinds of 
reports have to be produced by the AŽP at particular time intervals. The term ‘ad hoc’ refers 
to those reports, which only have to be produced in case of an event (e.g. irregularities 
compared to the WPFP, urgent policy demands of the government) 
 
During the year of implementation of the WPFP the regular reporting requirements refer to 
the following eight documents: 
 projected annual liquidity requirements report 
 projected monthly liquidity requirements report 
 funding request by purpose with reports on executed disbursements in the past months 
o The AŽP Wages Report 
o The AŽP Running Cost report 
o The AŽP Tasks Financing report 
 The Project Management Report 
 The Irregularities Report 
 
Furthermore, two types of ad hoc reports might need to be produced by the AŽP: 
 One or more Reallocation Reports 
 Specific information requested by the Ministry of Transport and / or the Ministry of 
Finance 
 
It should be made clear that the AŽP does not receive all the money granted by the MoT/ AŽP 
contract to its account after the contract is in place. In line with the Treasury Single Account 
System (Public Finance Act, Art. 68) the AŽP can have only a limited amount of money on 
its account. The rest is “reserved” at the MoF in the Treasury Single Account System. 
 
A clarification on each of the reports mentioned is provided in the Table 1 below. 
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Table 1. Eight regular reports on/for the implementation of the WPFP. 
 
Projected annual liquidity requirements report 
 
Administrative Title  Form 1 
Frequency: Annual 
Date:   within 5 days after AŽP/MoT contract signature 
Receiver: Ministry of Transport 
Content: Cash-flow outlook for budgetary funds allotted to the AŽP (the total 
allotment is simply divided into 12 equal shares). It could also be 
considered as reservation of funds at the MoF, allotted to the AŽP by 
MoT/AŽP contract.  
Purpose: Providing long-term liquidity outlook for the Ministry of Finance  
 
Projected monthly liquidity requirements report 
 
Administrative Title  Form 2 
Frequency: Monthly 
Date:   15th of each month 
Receiver: Ministry of Transport 
Content: Reporting deviations/ confirmation of monthly liquidity requirements 
Purpose: Enabling monthly liquidity planning of the MoF 
 
AŽP Wages Report 
 
Administrative Title  Form 3 
Frequency: Monthly 
Date:   20th of each month 
Receiver: Ministry of Transport 
Content: Request for money to cover labour costs of the AŽP in the following 
month. 
Purpose: Administrative grounding for disbursement of funds for wages to the 
AŽP. 
 
AŽP Running Cost Report 
 
Administrative Title  Form 3 
Frequency: Monthly 
Date:   20th of each month 
Receiver: Ministry of Transport 
Content: Request for money to cover the running costs of the AŽP in the 
following month. 
Purpose: Administrative grounding for disbursement running cost funds to the 
AŽP. 
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AŽP Task Financing Report 
 
Administrative Title  Form 3 
Frequency: Monthly 
Date:   5 days to disbursement  
Receiver: Ministry of Transport 
Content: Request for money to pay obligations, arising from execution of tasks 
in the work programme. 
Purpose: Administrative grounding for disbursement of funds to the AŽP for the 
financing of its tasks. 
 
Disbursement Report 
 
Administrative Title  Form 3 
Frequency: Monthly 
Date:    
Receiver: Ministry of Transport 
Content: This report is attached to the Wages, Running Cost, and Task 
Financing Reports. It provides information on disbursements for the 
relevant category in the past month.  
Purpose: Disbursement overview for relevant category in the past month.  
 
Project Management Report 
 
Administrative Title  Form 5 
Frequency: Monthly (retrospective) 
Date:   15th of the month 
Receiver: Ministry of Transport 
Content: A verified printout from the Project Management software. The 
printout displays by projects financed from the state budget, qualitative 
elements (description and realization of plan), and quantitative 
(financial) elements as valid as on the last day of the month (ibidem, 
Art. 12). 
Purpose: Provides insight in the content of project execution for the MoT, and 
an overview of spent financial means . 
 
Irregularities Report 
 
Administrative Title  / 
Frequency: Quarterly 
Date:   End of each quarter 
Receiver: Ministry of Transport 
Content: A report on irregularities in spending compared to the adopted 
Financial Plan or the fact that no irregularities have occurred is due at 
the end of each quarter (ibidem, Art. 7). 
Purpose: Supervision of budget spending. 
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Reallocations Report 
 
Administrative Title  / 
Frequency: As required 
Date:   As required 
Receiver: Ministry of Transport 
Content: Proposal for budget reallocation 
Purpose: Control over budget spending by the MoT 
 
Ad hoc Reports on request of the Ministry of Transport and / or indirectly Ministry of 
Finance 
 
Administrative Title  / 
Frequency: Ad hoc 
Date:   Ad hoc 
Receiver: Ministry of Transport and / or Ministry of Finance 
Content: E.g. before his visit to the SW part of Slovenia the Minister of 
Transport requests an overview of all investments in the railways over 
the past 10 years. 
Purpose: Provision of information/ decision support to the MoT.  
 
A separate reporting procedure for EU funded projects in line with the Cohesion Manual is 
also in place. Due to its specific nature these reporting requirements, these reports are not 
elaborated.  
 
The reporting requirements to which the AŽP has to comply with are visualized on Table 2.  
 
Table 2. Reporting requirements of the AŽP 
 
 
                         Frequency of Submission 
 
Kind of Document 
1st Quarter 2nd Quarter 3rd Quarter 4th Quarter 
I II III IV V VI VII VIII IX X XI XII 
 
Regular reports:  
 Advance debits Report             
 Projected Liquidity Requirements Report             
 AŽP Wages Report             
 AŽP Running Cost report             
 AŽP Tasks Financing report             
 Disbursement Report             
 Project Management Report             
 Irregularities Report             
 
Ad hoc reports:  
Reallocations Report Reporting frequency AŽP dependent on changes in AŽP operations compared 
to WPFP 
Reports requested by MoT or MoF Reporting frequency AŽP dependent on policy demands of MoT and /or MoF 
as far as the required data is not contained in the regularly produced reports 
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Based on the reporting requirements clarified above we can observe that the WPFP 
monitoring process is focussed on financial aspects of the AŽP operations. Taking this notion 
into account; the Finance, Accountancy, and Planning Service Department of the AŽP 
(FAPS) plays a vital role in collecting the data required for reporting purposes18. Contract 
caretakers deliver all relevant data to FAPS. This is done by entering the relevant data in the 
Project Management software modules. The task of the FAPS is to select the right data and 
produce the reports, which contain the required information. The crucial role of FAPS during 
the WPFP implementation stage (T-0) can be graphically expressed in  
Figure 7. 
 
Figure 7. Illustration of information flows within the Agency in the year of execution of  
                 the WPFP (T-0). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 7 illustrates incoming and outgoing information flows at the AŽP in period T-0. The 
FAPS functions as a hub in these processes.  Each project / programme of activities is entered 
                                                 
18 In line with the revised rules on project management in the AŽP (2006) changes with regard to this process are 
in preparation 
 
FAPS 
Project manager for 
MAINTENANCE 
Project manager for 
X 
Project manager for 
… 
Contract 
caretaker 
Contract 
caretaker 
Contract 
caretaker 
Project manager for 
EU projects 
Contract 
caretaker 
Ad hoc reports Reallocation proposals Quarterly Reports 
- irregularities in spending 
Monthly reports: 
- form 1, 
- form 2, 
- form 3, 
- form 5. 
DIRECTOR 
MINISTRY OF FINANCE MINISTRY OF TRANSPORT 
Irregularities 
officer 
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into the Project Management Software (PMS) according to requirements specified. The 
project / programme managers, which follow the term, store all relevant data regarding their 
field of responsibility in the PMS model. The contract caretakers accept invoices or reject the 
invoices and statements19. The PMS tracks down irregularities or substantive deviations from 
the WP (regarding scheduled activities) or the FP (regarding spending). The contract caretaker 
checks the incoming invoices and monthly statements and approves them. FAPS processes 
the data and prepares reports according to previous specifications (e.g. as mentioned in case 
of Forms 1 – 5) or ad hoc at the request of the MoT or MoF. The Director of the Agency must 
approve all documents before they can be forwarded /submitted to external stakeholders. 
   
6 The Reporting Stage: Facts & Figures to be accounted for 
 
Reporting involves a stream of procedures and reports that follow the end of the business 
year. The required reports are submitted by the AŽP to the Ministry of Transport and the 
National Assembly.  
 
The AŽP is required to prepare three key reports: 
 The Annual Report of the Agency (including audit certificate) 
 The report on the Realization of the Annual PRI Maintenance, Investment and 
Modernization Plan 
 The Report on the Achieved Goals and Results 
 
A clarification on these reports is mentioned below. 
 
The first report is the Annual Report of the Agency, which all public agencies must prepare in 
line with the Accountancy Act (Official Gazette of RS, No. 23/99, 30/02). According to the 
Public Finance Act (Art. 99) the annual report for the past year must be submitted by 28 
February at the latest. In the case of the Agency this is the ex-post counterpart of the WPFP, 
which describes which activities have been performed and what cost are related to those 
activities. 
 
After the draft Annual Report has been audited by an authorized auditor it is officially 
forwarded to the Ministry of Transport (Decision on the Establishment of the Agency, Art. 
13).  
 
The second report is the “Realization of the Annual PRI Maintenance, Investment and 
Modernization Plan”. This report has to be prepared by the AŽP, to be forwarded to the 
Ministry of Transport and to be submitted by the government to the National Assembly after 
expiration of the period for which the Annual PRI Maintenance, Investment and 
Modernization Plan was adopted (Railway Transport Act, Art. 13), a precise date for 
submission is not set but practice from the past reports shows, that the National Assembly 
deliberates on this report in April or May.  
 
The third report is the “Report on the Goals and Results Achieved”, defined in Form 4 of the 
annual contract between the MoT and the Agency. A common request in the annual contracts 
is that this report must be submitted to the Ministry of Transport by 15 February in a given 
                                                 
19 In theory the activities of every project or programme manager should be monitored by a contract caretaker 
(‘four eyes principle’). However, due to limited human resources various project managers perform the contract 
caretaker task for their project as well. 
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year.  The report must enable the Ministry to gain an insight into the plan execution of the 
Rail Transport and Infrastructure Programme (item 1303 in the state budget). 
 
Figure 8 graphically expresses the relationship between the ex-ante and ex post 
documentation. 
 
Figure 8. Relationship between planning – and reporting documents 
 
 
 
 
 
Reporting Stage  
T+1 
 
Planning Stage 
T-1 
 
 
 
 
 
 
The submission of the various reports on a time-scale can be expressed as illustrated in Figure 
9.  
 
Figure 9. Time table dates of submission of reports by AŽP 
 
 
 
 
 
 
 
 
 
 
 
 
 
November December January February March April May June July 
Year T-0 Year T+1 
 
 
A summary of the format for the “Report on the Goals and Results Achieved” (Form 4) is 
given in Table 3.  
 
 
 
 
 
Annual PRI 
Maintenance, Investment 
and Modernization Plan 
Realization of Annual PRI 
Maintenance, Investment 
and Modernization Plan 
Annual Report 
Business  
Report 
Financial  
Statements 
Work Plan Financial  
Plan 
Report on the Goals and 
Results Achieved 
Requested in Annual 
Contract between MoT/ 
Agency 
Report on the 
Achieved Goals 
and Results 
Report on Realization of Annual 
PRI Maintenance, Modernization, 
and Investment Plan 
Draft Annual 
Report AŽP 
Director AŽP 
defends report in 
parliament 
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Table 3. Form 4  
CHAPTER CONTENT 
Main programme 1303 Rail Transport and Infrastructure 
Legal grounding Acts and executive acts for the relevant area 
Long term goals of the programme  Concise statement of goals by programmes: public utilities in rail 
transport, investment in PRI, based on legislation, national 
programmes, and government documents 
Main annual operational goals Concise statements of annual goals by subprogrammes in bullet 
points, public utilities in rail transport, investment in PRI, based on 
Annual PRI construction, modernization and maintenance plan and 
the Work Programme of the AŽP. 
Assessment of effectiveness in 
achieving the goals of the main 
programme 
Short contextual assessment on the achievement of the goals of 
main programmes in bullet points by subprogrammes 
Subprogramme Number and title of the subprogramme 
Description of the subprogramme Short description of purpose of executed tasks within 
subprogramme, grouped by budget items. The cipher and name of 
subprogramme from which the tasks are being financed must be 
stated. 
Annual operational goals By bullet points stating annual goals by individual subprogrammes 
with indicators, e.g.: 
- Goal 1: ensuring passenger transport in domestic passenger 
transport; pkm; 
- Goal 2: SS Divaca – Koper; physical indicators of investment 
execution as reported to the ISPA monitoring committee; 
- Goal N……………; indicator; 
based on Annual PRI Construction, Modernization, and 
Maintenance plan, Work Programme of the AŽP, Annual Contracts 
between the AŽP and authorized contractors, and financial 
memoranda (objectives). 
Effectiveness assessment in achieving 
the goals of the main programme 
By bullet points to each goal from the previous chapter (cell) state 
realization: 
- Goal 1:…………….; No. pkm; 
- Goal 2:……………; No. of Train Stations with modernized SS, 
- Goal N:……………; numerical indicator 
The goals achieved can be displayed in a table. It must include a 
citation stating the data source (project execution reports, reports of 
the final contractor attached to statements, etc.)  
Elaborations where the goals were not 
met 
Provide, by bullet points to each goal, where deviations have been 
encountered, a short explanation. If inadmissible or unexpected 
conditions were encountered, state provisions that enabled the 
realization of tasks. The starting points are the reports of the final 
contractors, AŽP records, etc. 
Assessment of effectiveness in 
comparison with the past years 
A short description of realization dynamics for the most important 
tasks (programmes) by years with commentary. 
 
An annex of Form 4 is a comparison of plan and realization with a report on fund use. A time 
component is also included.  
 
EU funded projects (TEN-T and Cohesion) follow their own reporting procedure in line with 
respective TEN-T or Cohesion Manuals. 
 
For information purposes an excerpt of the draft balance sheet of the AŽP for the year 2005 is 
provided in Table 4. Note that the real-estate (PRI) has depreciated to less than one third of its 
original value. 
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Table 4. AŽP 2005 balance sheet excerpt 
 
  2005 2004 2003 
BALANCE-SHEET EXCERPT       
All values in 000 Slovenian Tolars (SIT). 1 EUR ≈ 240 SIT    
      
LT ASSETS AND ASSETS IN MANAGEMENT 150.754.403 148.894.542 146.734.643 
INTANGIBLE LT ASSETS 458.685 402.901 385.515 
ST ASSETS AND ACCRUALS  8.338.315 8.668.895 5.044.538 
Real-estate (PRI) 407.498.416 400.477.423 391.746.377 
Revaluation (depreciation) of Real-estate 262.947.401 258.930.358 254.653.665 
TOTAL ASSETS 159.208.336 157.658.345 151.868.996 
      
ST LIABILITIES AND DEFERALS  10.783.159 9.984.629 8.472.008 
EQUITY AND LT LIABILITIES 148.425.177 147.673.716 143.396.988 
LT FINANCIAL LIABILITIES 33.432.407 29.902.684 25.549.025 
REVENUE - EXPENDITURE -11.576.836 -11.257.267 -12.285.564 
TOTAL LIABILITIES 159.208.336 157.658.345 151.868.996 
      
STATEMENT OF LOANS       
LOANS   7.000.000 12.200.000 
      
      
REVENUE AND EXPENDITURE STATEMENT       
REVENUE       
OPERATIONAL REVENUE 35.521.998 29.554.583 1.058 
TOTAL REVENUE 35.764.066 29.957.131 298.731 
      
EXPENDITURE       
SERVICE EXPENDITURE 17.251.423 12.256.936 5.402.671 
MATERIAL EXPENDITURE 20.638 25.533 2.593 
OTHER EXPENDITURE 17.235.942 15.424.379 7.024.550 
FINANCIAL EXPENDITURE 1.126.505 846.406 143.238 
TOTAL EXPENDITURE  36.083.635 28.928.834 12.584.295 
 
Source: AŽP Annual Report for 2005. 
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PART II: Findings of Member State Experts  
 
7 Introduction to the Findings 
 
In April 2005 two MS STEs from the Dutch rail infra manager ProRail visited Slovenia to 
carry out an assessment on the current railway maintenance model. In April 2006 two MS 
STEs from the Dutch MoT visited Slovenia to carry out an assessment on the whole financial 
model applicable to the Slovene railway sector in general and the position of the AŽP in this 
model in particular.  
 
During their missions the MS STEs had access to documentation and have conducted a 
number of interviews with employees of the AŽP, the HSŽ, the MoT and the MoF. A list of 
interviewees can be found in Annex 2 to this report. 
 
The information and data gathered by the MS experts are more than enough to get a clear 
picture of the current financial and operational framework being applied to the Slovene 
railway sector. This fact has forced us to carry out a data selection in order to point out the 
main characteristics of the institutional system. Below the STE findings are presented. The 
findings are divided into three main groups: findings concerning the railway sector in 
Slovenia, findings concerning the organisation of the railway policy process and findings 
concerning the financial processes. As has been stated earlier in the report, the experts have 
focussed their attention on the ‘big money users’ in the railway sector i.e. the infra 
maintenance and the railway investment projects. A more detailed overview of the findings 
concerning the current Slovene PRI maintenance model can be found in Annex 3 to this 
report. The results of the MS expert maintenance mission were discussed in detail during a 
workshop being held on 6 June 2005.  
 
 
8 Findings 
8.1 Role of railways in Slovenia 
 
1. Railways play an important role in the freight sector. A substantial part of the cargo 
transported within and through Slovenia goes by freight train20. 
 
2. On the other hand however, for passenger transport the role of the railways is 
limited21. 
 
3. At the moment roads are not very congested. As a consequence there is not much need 
for alternative modalities to solve congestion problems. 
 
4. Probably as a consequence of the foregoing, political attention with regard to the 
railway system is limited to local issues and not focussed on the performance of the 
                                                 
20 See Annex 3: Facts and Figures Slovene Railway Transportation Model  
21 See Annex 3: Facts and Figures Slovene Railway Transportation Model 
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system. Currently, there is no national transport policy in which the desired future role 
of the railway system is described22. 
 
5. The quality of the railway infrastructure is in need of improvement. Compared to the 
Netherlands and the UK a large number of speed restrictions and a few axle load 
restrictions are applied. The amount of speed restrictions (about 80 at present) is likely 
to increase. 
 
6.  About 70% of the railway infrastructure is – at least in financial terms – fully 
depreciated23. Renewals are not sufficient to stabilize the net present value of the 
infrastructure or insufficient to be economic in terms of life cycle management24. 
 
7. In 1996 a National PRI Development Programme was adopted. This programme 
contained the ambition of the government with regard to railways. The plan was not 
(and still is not) linked with a medium term budget framework. Today only a small 
percentage of the railway infrastructure part of the NPRIDP is realised (less than 
20%)25. A new plan is being prepared. The old one serves as a guideline for the 
current railway transport policy. 
 
8. The balance among the budgets for daily maintenance, renewals and investments is 
fully biased towards expenditures for daily maintenance activities, which is not 
comparable to any other European country26. 
 
8.2 Institutional context of the railway infrastructure policy processes 
 
9. The Ministry of Finance (MoF) is responsible for allocating budgets and loans and 
ministries. Of all the government budget about 80% is already earmarked (salaries, 
pensions, etc.). Hence, only 20% is annually available for new policy initiatives of the 
various sector ministries (e.g. for urgent investments in new railway infrastructure). 
The competing policy proposals from the ministries exceed the available budget. 
Choices have to be made. 
 
10. In this process of budget allocation for new policy, the MoF seems to play a vital role. 
Without the approval of the MoF, a ministerial proposal will receive less support when 
budgets are divided between ministers. Moreover, without the proposal being agreed 
by the MoF, it will not even be discussed in parliament. In order to assess a proposal 
positively, the MoF requires a strong business case to be presented.  A general 
development programme for the railway sector has not yet been adopted (Resolution 
on national PRI development programme) 
 
11. The MoF lacks a stable medium-term financial framework to link and translate the 
long-term policy goals specified in the National Development Plans into the budgetary 
                                                 
22 The National PRI development programme (1996) expired in 2005. A new programme for the coming period 
has still to be presented by the Slovene Government to Parliament 
23 Draft-Annual Report AŽP 2005 
24 In the adopted 2005 Work Programme and Financial Plan for the AŽP no budgets for investments and 
renewals are included 
25 Draft-Annual Report AŽP 2005 
26 See Annex 3: Facts and Figures Slovene Railway Transportation Model 
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framework complementary to the annual operational plans of the AŽP and the HSŽ. 
For the railway sector, the MoF would need a medium-term financial plan to set up 
such a framework. 
  
12. Within the budgeting process stated above the MoT needs to propose its own policy 
wishes and the related budget. With regard to the railway sector the MoT receives the 
annual proposal from the AŽP (i.e. the draft- Work Programme and Financial Plan and 
the Annual PRI Maintenance, Investment, and Modernization Plan). Ideally, the MoT 
will discuss the content of the proposal first with the AŽP and subsequently with the 
MoF within the framework of the budget negotiations, and finally – as part of the state 
budget proposal - with the Parliament. It seems that the timing of the submission of 
the data by the AŽP to the MoT is not in line with the process of budget preparation 
for the next year. Therefore, the MoT can insufficiently substantiate its case when 
discussing the draft-government budgetary outline for the coming period . 
 
13. A clear focus on the performance dimension of the railway system is not present. It 
seems difficult for the AŽP to provide such information on performance to the MoT. It 
seems difficult for the MoT to translate the available technical information on 
performance into more accessible policy information in order to develop a coherent 
long-term, mid-term and annual railway policy. It is questionable if the MoT has 
sufficient insight in the performance of the railway system to defend its case while 
competing with budgetary claims of other ministries. 
 
14. The role of the AŽP is to perform the overall management of the railway 
infrastructure. To achieve this, the AŽP needs to make a proposal for the investments 
it intends to carry out and the AŽP is requested by the MoT (see annual contracts 
between MoT and AŽP) to evaluate the offer and enter in the name of the MoT an 
annual contract with the HSŽ with regard to maintenance. For the latter task, the AŽP 
indicated that it lacks sufficient and qualified personnel and the authority under the 
law and in practice, to perform detailed technical, financial and macro economical 
studies in order to be able to conclude on behalf of the government a value for money 
maintenance contract with the HSŽ. Due to the fact that performance steering has a 
low priority, currently the main dimension important for judging the HSŽ-offer is the 
budgetary impact to the government. 
 
15. The AŽP is not making a medium term investment planning, because it has no 
information / certainty about the indicative budget upon which such a planning should 
be based. An instrument that bridges the gap between the policy goals stated in the 
National PRI development programme and the annual programming (WPFP and 
Annual PRI Modernization, Maintenance and Development Plan) is lacking. 
Therefore neither the AŽP, the HSŽ, the MoT nor the MoF does have a clear picture 
about: 
a. The mid-term and long-term consequences of the outcome of the annual 
decision making process, and 
b. The required short-term and mid-term actions to be taken to implement the 
stated the long-term policy goals. 
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8.2.1 Railway operations 
 
16. The HSŽ is the national operator for both passenger transport and freight. The HSŽ is 
able to take a large share of the freight transport in Slovenia, to a large extent via the 
port of Koper. To date, the HSŽ is the primary carrier on rail freight transportation in 
Slovenia. In the near future it is expected that new transport companies will enter the 
rail freight market. 
 
17. The ongoing decrease in quality of the railway infrastructure27 has resulted in 
increased travel times. In order to compensate this loss of transport capacity; the HSŽ 
claimed to be forced to expand its rolling stock fleet to ensure its delivery capacity to 
the customers. The effects of a lack of investments in the railway infrastructure are 
compensated by additional investment in rolling stock expansion, which has an effect 
on the price setting and therefore, it influences the modal split to the disadvantage of 
the railways. We do not know if relevant institutions in the Republic of Slovenia are  
aware of the effects described. 
 
18. The HSŽ Freight Division expressed its fear that the lack of service quality it can offer 
to its customers (resulting from the poor state of the infrastructure) will lead customers 
to use trucks rather than trains and might be inclined to reallocate flows of goods from 
the port of Koper to other neighbouring harbours. This finding is congruent with 
finding 18. 
 
19. The allocation of railway maintenance responsibilities is not clear. Based on the 
Railway Transport Act the HSŽ – as authorized infra manager – has a concession to 
carry out the required maintenance for 7 years after the reorganization of the SŽ d.d., 
public company (see chapter 4.2). This maintenance task comprises the daily 
maintenance activities and the task to carry out renewals. With reference to the same 
legislation the AŽP is responsible for the design and implementation of investment 
projects. This division of responsibilities is sub-optimal due to the fact that integral 
decision making based upon Life Cycle Management (LCM)28 principles cannot be 
made.  
 
20. Based on the annual contract between the AŽP and the MoT, the AŽP is responsible 
for negotiating the annual maintenance contract between the HSŽ and the State. 
However, the AŽP is actually acting on behalf of and on account of the State (see 
chapter 4.2) and has no legal interest as such to dedicate itself in order to negotiate the 
most preferable alternative for the State.  Remark: The maintenance experts at the 
AŽP and respectively those at the HSŽ have the opinion that ‘the other’ organization 
is responsible for a proper execution of the railway maintenance. Apparently, the 
organisational division of responsibilities is not transparent to those involved. 
 
 
 
                                                 
27 See Finding number 5 
28 See Annex 1, which clarifies the principle of LCM 
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8.3 Financial Process 
 
21. In all interviews conducted the primary complaint that was uttered related to the lack 
of certainty about the annual and multi-annual budget that would be available for the 
railway infrastructure. 
 
22. The process through which budget allocation to the railway infra sector takes place is 
not transparent. Especially the role the draft-Work Programme and Financial Plan 
(WPFP) play in the government budgetary preparation process was not understood. 
Remarkably, the WPFP appears at least not to play a role in the process of approving 
(state guaranteed) loans to be taken up by the AŽP; the MoF has already earmarked in 
the budget implementation act for the next year the maximum amount of state 
guaranteed loans to be drawn in line with macro-fiscal limitations. 
 
23. The process of negotiation of the WPFP seems to be a series of non-aligned 
negotiations and not a structured process in which all parties together try to find a 
solution that satisfies their legitimate interests. Due to the non-availability of a clear 
and coherent policy reference framework, the budgetary negotiations between the AŽP 
and the HSŽ on one hand and between the AŽP and the MoT on the other hand are 
sub-optimal and not guided by clear objectives. 
 
24. Also, the WPFP- approval process takes a lot of time, due to the fact that the three 
primary processes (i.e. negotiating the MoT-budget, negotiating the HSŽ offer for PRI 
maintenance and negotiating the WPFP) are not aligned. As a result, an annual 
recurring event is that the consolidated contract between the AŽP and the HSŽ 
exceeds the available budget that is allocated to the railway sector by the government. 
The process of downsizing policy objectives in order to get the to be executed 
activities in line with the State budgetary framework is time consuming. 
 
25. Based on the structure of a 2-year state budget framework, the AŽP and the HSŽ 
could in theory base their annual proposals on a multy-year outlook. However, it 
appears to be that the indicative budget for the second year is so unstable that in 
practice it cannot be used by the AŽP and the HSŽ as reference framework for 
planning their activities. Even investment projects, which are already commenced 
based on approval in the past years, are sometimes delayed because of the lack of 
budget for the current year. This creates a sub-optimal situation. 
  
26. The financial resources that are available for the railway infrastructure fluctuate over 
the years and are – even more importantly – not predictable by its operational 
stakeholders AŽP and HSŽ. Even worse: the MoT-approval of the AŽP budget has, 
for the last two years, only taken place in the second half of the running year (i.e. the 
WPFP 2005 for the AŽP was approved in November 2005, almost when the running 
year was finished). The same applies to the HSŽ maintenance contract (i.e. for the 
year 2005 this contract was concluded only in July of that year). As a consequence, no 
major renewals/ investments initiatives can be commenced by the AŽP prior to the 
approval of the WPFP. For the HSŽ – as authorized rail infra manager responsible for 
the safety of the railway system – it implies the need to draw up by themselves the 
loans necessary to carrying out activities in order to maintain at least a minimum 
safety level. From a railway sector perspective, the fact that budgetary means are not 
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approved prior to the year of using them results in sub-optimal decision making and 
time delays for carrying out urgent investments and maintenance activities. In this 
context the current legislation, which demands the approval of the budget of an 
Agency only within 60 days after approval of the State budged, is not adequate to 
promote timely commencement of urgent  infrastructure related activities to be carried 
out by the AŽP or the HSŽ (see chapter 5.2). 
 
27. Currently the AŽP and the HSŽ maintenance department are, prudently, trying to 
provide insight in the consequences for the performance of the railway sector – given 
the budget that has been made available. Our main impression is that the decision-
making in the railway infrastructure sector appears to be finance driven instead of 
performance driven. 
 
28. On a strategic-political level: Approval of the investment budget by the Government 
and Parliament takes place on a project base and not from the perspective of the 
performance of the railway system as a whole (programme based). As a consequence 
of the fact that investment project decision making is not based upon medium term 
plans, and is not related to the desired performance of the railway system, the political 
authorities have to deal with insufficient means in order to assess the efficiency, 
efficacy and macro-social impact of the investment decisions to be taken. 
 
9 Analysis of findings 
 
MS STEs have tried to analyse the findings described in the previous chapter and put them in 
a broader strategic picture, by considering the various processes, currently in place in the 
Slovene railway sector.  
 
29. The overall picture can be stated in simple terms: The importance of the Slovene 
railway sector as mode of transport will decrease if the current model of financing the 
AŽP and the HSŽ (maintenance department) remains unchanged: the current budget 
for daily maintenance and renewals is not sufficient to keep the infrastructure at the 
desired quality level. Also, budget for capacity increases and improvement of 
functionality is not available. Because the maintenance costs will increase (as 
renewals do not take place at the required level, therefore the intensity of the daily 
maintenance activities will tend to increase) and the budget does not, the quality of the 
track is likely to deteriorate even further. This expected loss of quality will manifest 
itself by an increase of speed restriction and the lowering of the maximum allowed 
axle loads. 
 
30. The deteriorating quality of the track already forces the HSŽ Freight Department to 
take additional measures on the operating side (e.g. deploying more rolling stock to 
compensate for losses in travelling time). This measure leads to higher operating costs 
for HSŽ and consequently lower profits. 
 
31. Eventually, the decreasing quality and the increasing operating costs for the railways 
will result in a loss of market share compared to other transport modalities. The 
Slovenian railway system will thereby lose its single most important “raison d’etre”: 
transporting freight. From an economic point of view, freight carriers are losing out as 
well, because for certain goods, the costs of long-distance transport by road are 
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significantly higher than for transport by rail. As a result, the port of Koper might 
suffer from competition of other neighbouring harbours (i.e. Trieste and Rijeka). The 
amount of loss in turnover in the port of Koper of course depends on the facilities the 
competitors can offer. However, based on Dutch experiences with its port of 
Rotterdam we can state that insufficient investment to accommodate large, 
internationally operating freight carriers definitely leads to a shift of goods to those 
ports which can offer such facilities. In particular, the ‘just in time delivery’ concept is 
gaining more and more ground in the total assessment of the reliability and 
profitability of the value chain. A low rate of availability of the track combined with 
lower axle loads and delays because of trains running not according to the time table 
due to speed restrictions are major arguments for international companies to move 
their flows to a port with better and more reliable inland transport connections. From 
that point of view, Slovenia has still a very good highway network, which can deal 
with an increased flow of cargo. 
 
32. Adding to what has been stated previously; for the medium term future, it can be 
expected that the resulting modal shift in freight transport from rail to road, the 
growing Slovenian economy and the opening-up of more and more Eastern-Europe 
countries, will eventually result in an increasing pressure on the highway system in 
Slovenia. This could lead to an increasing political need for an up-to-date railway 
system that is capable of taking away at least some of the pressure. If such a need is 
not addressed to a minimum extent, international freight carriers and/or companies 
could choose to use other countries where the transport system is more flexible. If the 
Slovenian railway system is left to its current, deteriorating, state, the costs of re-
instating the system will be enormous. 
 
33. The reason that this process is allowed to take place seems to be the lack of a national 
transport policy in which medium term developments are described and the role of the 
various transport modalities in these developments is presented. Defining such a mid-
term policy would allow for, at least indicatively, allocating budget for these sectors in 
order to achieve the desired performance of the respective parts of the system. This 
would also imply that - given certain policy goals - the budget could be prioritised and 
allocated more effectively and more efficiently in terms of life cycle costs.  
 
34. A major explanation for the absence of such a policy is the fact that – apart from the 
lack of political interest - the constituent parts of it should be presented by the railway 
sector itself. To achieve this, conditions for a consolidated effort by AŽP, HSŽ, and 
the HSŽ carrier departments need to be formed. So far, this has not happened. The fact 
that the current division of responsibilities is relatively new (i.e. the AŽP was 
established in June 2003) does not contribute to the process of working together to 
help setting up such a policy. 
 
35. The railway system contains a number of inefficiencies that make the difficult position 
of the sector even more difficult: 
 Separation of infrastructure management responsibilities (i.e. AŽP responsible for 
investments, HSŽ responsible for maintenance) could lead to sub-optimisation as 
each individual organisation is inclined to optimise its own budget. An integrated 
Life Cycle Approach to railway assets can not be developed under such 
circumstances 
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 The fact that a lot of the maintenance activities to be carried out by the authorized 
infra manager HSŽ is in detail prescribed in legislation, discourages the use of new 
(cheaper) techniques and processes 
 The financial process as described above result in budget being approved too late; 
this results in a number of inefficiencies e.g.: 
a. The HSŽ needs to take out loans of which it is not sure when they will be 
repaid; as a consequence, the credit rating deteriorates and the interest 
charged increases 
b. The AŽP cannot proceed with tendering processes as it is unsure what 
budget is available; this uncertainty could have an effect on the price 
setting by contractors. 
 
36. The current legislative allocation of responsibilities with respect to the maintenance 
model is not transparent. The AŽP – as rail infra manager – is responsible for the 
quality of the railway system. In order to facilitate the railway operators, the AŽP has 
to publish a network statement, which states (e.g.) the quality category of every piece 
of track. This categorisation comprises the maximum allowed axle load and the 
maximum allowed train speed. On the other hand, the HSŽ – as authorized infra 
manager – is responsible for maintaining the safety of the railway system. From this 
perspective the HSŽ has an interest in lowering the maximum axle load and / or train 
speed in case of occurring safety risks. Both organisations act in this sense according 
to the legislative framework in force. However, having both organisations working in 
this manner it leads to a ‘moral hazard’; the perverse effect is that the AŽP has no 
incentive to be concerned about safety of the track and the HSŽ has no incentive to be 
concerned about the quality of the whole railway system. The fact that in reality both 
organisations somehow take care of each other’s interest does not weaken the 
argument stated. Taking into account the fact that the performance of the railway 
system currently has a low priority for the MoT and that the maintenance and 
investment budgets are kept tight, nobody neither feels responsible for the current 
condition of the railway system nor is able to change their course of action as its 
condition deteriorates. 
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PART III:  Preliminary Conclusions  
 
10 Recommendations 
 
We realise that the analysis being made in the previous chapter is neither very favourable with 
regard to the current Slovene railway infra practice nor very optimistic about the expected 
medium and the long-term developments for the Slovene railway sector in general. Bringing 
the railway system back into a good shape will require substantial efforts from all 
organizations involved. However, from a cost-benefit perspective it is reasonable to state the 
assumption that it is cheaper to start now dealing with the backlog in railway maintenance 
than waiting until the system is really on the brink of breaking down. Also, for the 
forthcoming EU-financial perspective Slovenia is still eligible for all kinds of EU-funding 
(i.e. Cohesion funds and TEN-T funds). For urgent railway investments to be made it might 
be wise to make use of this temporary advantage. Lastly, the neighbouring countries are 
dedicated to develop their transport system as well. If good alternatives to the Pan-European 
Corridors V and X are brought forward, the incentives for developing these two corridors 
might disappear. In summary: the strategic interests of the Slovene society require a profound 
and multi disciplinary analysis of the worrying events currently taking place in the Slovene 
railway sector. Having said this, we would like to propose some policy initiatives, which 
could provide a base for improving the efficiency and efficacy of the Slovene railway sector. 
 
37. The sector organisations (AŽP, HSŽ and MoT) should together develop scenarios that 
can serve as a basis for a transport policy. With the term ‘scenario’ we mean: a 
coherent picture of the long-term future (say: 20 years) as a result of a relevant and 
multi-disciplinary set of parameters and their values. Every scenario differs from the 
others by using different values for the respective parameters. Such scenarios should: 
 Start from the end-user of the railway system (freight carriers and – to a lesser 
extent – passengers carriers) 
 Include a realistic basis with regard to 
o Expected budgets (e.g. extrapolating budgets from the last 3 years) 
o Expected transport volumes (freight and passenger) 
 Identify, based on these projections, the priorities in the management of the 
infrastructure (what corridors, what type of measures – maintenance, investments  
or renewals) 
 Include an analysis of the economic value of the scenario for the country as a 
whole and also for the end users of the railway system.  
 Include maintenance, renewal and other investments like new infrastructure. 
 
38. On the basis of these scenarios, the MoT – supported by the MoF – should choose one 
scenario as the basis for the transport policy to be discussed in Parliament based on the 
money they plan to make available. This long-term policy framework should include 
an indicative budget. The scenario should then be translated in mid-term plans 
(including investment projects and required performance levels) including an 
indicative budget. Once the policy and its indicative budget are approved in 
Parliament, the MoF and subsequently MoT should make sure the required budget 
becomes available to the railway sector in line with the policy. This decision should be 
made with regard to the medium and long-term development of the railway 
infrastructure. Too much focus on short-term maintenance solutions (i.e. ‘patch work’) 
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with short-term benefits can lead to medium and long-term losses as a consequence of 
decreasing quality. Too much focus on long-term investment project with a potential 
substantial impact on the State budget (e.g. the Divaca – Koper, second track line) will 
run the risk of not addressing the urgent renewal needs for the current public railway 
system. The scenario, which results in a balanced outcome, and which has the consent 
of the major political and private stakeholders, is preferable. 
 
39. In order to improve co-operation between parties involved (and especially between 
HSŽ maintenance department and AŽP) it should be considered to merge the 
infrastructure management activities of HSŽ and AŽP into one railway manager 
organisation that is fully responsible for the infrastructure and that serves as a single 
point of contact for the transport operator(s). From both a legal and operational 
perspective, this entity should act in an independent way from the railway carriers. 
This implies also that the maintenance department of the HSŽ should be set apart 
(inside or outside the holding). We are aware of the political sensitivity of this 
suggestion, but Dutch experiences teach us that real improvement of the efficiency 
and efficacy of the railway systems requires the establishment of a strong rail infra 
manager, which performs integrative tasks (i.e. is responsible for the whole value 
chain concerning the railway infrastructure). By integrating infra related functions in a 
balanced manner by means of one single entity, the infra manager is better able to 
present to the MoT a realistic and coherent set of maintenance and investment 
solutions, which are based on a Life Cycle Management approach.  
 
40. The financial process should be changed along the following lines: 
 Based on the long-term transport policy goals, medium term indicative budgets (up 
to four years after the WPFP for the current year) should be made available for the 
railway infra sector 
 The railway manager should be obliged to prepare – as annex to the draft-WPFP - 
for the next four years a maintenance / investment proposal that is in line with the 
long-term policy goals and the mid-term policy objectives, and based upon the 
multi-annual indicative budget. The relationship between the short term 
operational targets and the mid-term objectives should be substantiated and written 
down in a transparent and measurable way.  
 The decision making process following the submission of the draft-WPFP should 
encompass such a timeframe that the WPFP including its annex (indicative mid-
term plan on maintenance and investment) can be discussed with the MoT, MoF 
and the railway operators before the Government submits its own budget proposal 
to the Parliament. The WPFP should – in financial terms - be part of the budget 
proposal for the MoT  
 Once the WPFP proposal is discussed and agreed by the MoT, MoF and finally the 
Parliament, the budget is made available to the railway manager. Ultimately at the 
date of adopting the State budget the final railway management budget for the 
whole of the next year should be fixed. It is of the utmost importance for creating a 
stable working environment that at 1 January of the year of execution of the WPFP 
at the latest, both the content of the programmed activities (i.e. the WP-part) as 
well as the required budget related to it (i.e. the FP-part) are confirmed to the rail 
infra manager. Preferably the budget for the whole year should be made available 
to the infra manager in one time at the beginning of the year. Note: The ’60 days- 
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rule’ for adoption of the AŽP budget (as stated in the Budget implementation Act) 
would have to be changed accordingly. 
 As long as the AŽP and HSŽ perform their respective duties in separation, it is 
highly recommended that a clear legislative distinction between the responsibilities 
of these organisations be made. The current institutional constellation promotes 
opportunistic behaviour and the occurrences of institutionally legitimised conflicts 
of interest. 
 Without a sincere political interest in the performance of the railway sector and 
with maintaining the status quo, the Slovene railway system will definitely loose 
its primary function (i.e. transport of goods) in due time. We do not know if the 
Slovene authorities want to accept this consequence.  
 Taking into account the fact that the Dutch and English Twinning partners have 
taken up the assignment to advise the Slovene authorities on the improvement of 
the railway system, we are not inclined to accept the reality of the line of reasoning 
stated under the former two bullet points. Based upon the assumption that the MoT 
takes a policy interest in the performance of the railway system, it should demand 
from its rail infra manager performance reports, apart from the regular reporting on 
financial issues. These regular performance reports should be based on agreed 
upon Key Performance Indicators, which provide the MoT the information 
necessary to get a proper insight into the current performance of the railway 
system in terms of Reliability, Availability, Maintainability and Safety (RAMS).   
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Annex 1. A note on Life Cycle Costing in Infrastructure Investments 
 
Life-cycle cost (LCC) is the total cost of ownership of a product, structure, or system over its 
useful life. The major cost factors in infrastructure investment may include costs associated 
with conceptual analysis, feasibility studies, development and design, logistics support 
analysis, manufacturing, testing, operation, maintenance, and disposal. 
 
The difference between project costing versus a life-cycle costing is that the project usually 
terminates when the system or product enters its operational life. The life cycle of the system 
or product, however, may continue far beyond that point. 
 
Life cycle costing is important because decisions made during the early stages of a project 
inevitably have an impact on future outlays.  
 
A typical example of a decision that has a long-term effect deals with the selection of 
components and parts for a new system at the advanced development and detailed design 
phase. Often, the short-term cost of manufacturing can be reduced by selecting less expensive 
components and parts at the expense of a higher probability of failures during the operational 
life of the system.  
 
LCC models track the costs of development, design, manufacturing, operations, maintenance, 
and disposal of a system over its useful life. They relate estimates of these cost components to 
independent (or explanatory) decision variables.  
  
By developing a functional representation (known as a cost estimating relationship (CER)) of 
the cost components in terms of the decision variables, the expected effect of changing any of 
the decision variables on one or more of the cost components can be analyzed. 
 
In the context of investment in public infrastructure LCC has an additional dimension – 
politics. From the perspective of the public sector cost optimization by introducing LCC 
requires independence from politically limited time horizons. In case of railway infrastructure 
this is difficult to achieve if the maintenance is an integral part of the public sector and is 
completely open to influences in it. A factually independent inframanager that is in a position 
to enter long term commitments is one approach to the problem. The other approach is that 
the public sector enters into arrangements with the private sector and makes it responsible not 
only for construction (and design) but also for maintenance. If the contractor is made liable 
for output measures, such as track availability, reliability, safety, ect. then it is in his best 
interest to consider LCC.  
 
The second approach mentioned above is better at keeping the public sector safe from itself. 
Breaking the arrangements with the private contractor to follow “short-term political 
priorities” is more difficult to justify in terms of transaction and political cost. British and 
Dutch experience, however, shows that the outsourcing of PRI maintenance is a difficult 
undertaking.   
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Annex 2. List of interviewed personnel 
 
HSŽ 
Alenka Poglajen Kos  Head of Department for Personnel and 
General Affairs 
Alojz Vidmar  Executive Director of Freight Transport 
Boris Trotovšek Head Engineer for Electro-technical Devices 
Franc Primožič  Director of Traffic Control Division 
Frank Mišetić  Head of Department for Superstructure 
Goran Rajačič  Head of Department for Safety  
Igor Baša  Head of Section for Track Maintenance 
Postojna 
Igor Hribar  Head of Marketing (Freight Transport) 
Janez Novak Head Designer 
Josip Orbanič Head of Quality and Environment 
Management Systems 
Jože Urbanc  Head of Department for TC 
Marjan Biščak Head of Section for SS&TC in Ljubljana 
Marjan Zaletelj  Assistant to Executive Infrastructure Director 
for Maintenance 
Marko Brezigar Head of Investments 
Marko Frece  Head Engineer for Strategy and 
Development 
Matilda Kočar  Head of Economics  
Miran Udovč  Head of Service for Electro-technical 
Activities 
Mirjam Kastelič Head of International Relations 
Nevenka Bricelj  Head of Department for Financial Operations 
Vera Marot  Analyst (Personnel), Infrastructure Division 
Zlatko Kumše  Head of Service for General and Economic 
Affairs (Infrastructure) 
Zvezdana Dolenec  Head of Service for Substructure 
Traffic and 
Transport Institute 
Šturm Janez  Senior Researcher  
AŽP 
Ana Urbajs  Commercial Public Service Controller 
Anton Hojnik Head of Sector for Strategy, Development, 
Investment, and Projects 
Danilo Vek  Head of Department for TC&SS 
Maintenance 
Ljubo Žerak Adviser to Director 
Natalija Kunstič Head of Finance, Accountancy, and Planning 
Service 
Rajko Satler Director 
Sonja Visinski  Internal Auditor 
Ministry of 
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Breda Kriznar  Undersecretary (Railway Office) 
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Annex 3. Facts and Figures Slovene PRI Maintenance Model  
 
Twinning project, activity 4
Meeting 6th June 2005
Maintenance assessment;
draft analysis, findings and conclusions
By Jan Swier and Ted Slump, ProRail, The Netherlands 
Tel. +31 30 235 5315. e-mail: jan.swier@prorail.nl
© ProRail. All rights reserved                 File: g:\Js05\0406.Slovenia.assessment.4.1
 
 
 
 
2
Content presentation
Context assessment (NOTE: Slides not included in 
Annex 3 to assessment report with doc number 265-
1/2005/36)
Conditions of rail transport
Costs of rail infrastructure 
Quality of rail infrastructure
Traffic Control
Organisation
Findings and preliminary conclusions
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Slovenia is the “smallest” member of the EU
Inhabitants
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Taken in account history, Slovenia has a 
relatively high price level 
Conditions of 
rail transport
Iron curtain
Iron curtain
Comparative Price Level (2002)
Source: www.oecd.org
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In 2002 the comparative price level
in Slovenia was 66. The figure for
2004 is not (yet) known but
estimated based on the price level
development in Hungary, Czech
Republic and Slovalk Republic. 
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In Europe are big differences in rail liberalisation
(to open the national rail infrastructure for (foreign) Train Operators).
Rail Liberalisation Index 2004 (LIB-index)
Source: IBM Business Consulting Services and KIRCHNER (2004)
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Slovenia has less rail infrastructure as 
average in Europe
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*1375 mio gross tonne km passengers
*1200 km main track 
Rail transport
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Trainkm passengers
Rail infrastructure in Slovenia is heavily used 
by freight trains
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Rail transport
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Contract:
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Not (yet) 
investigated
Investigated in the 
period 4-6 april 2004
Government
SZ
Passengers 
& forwarders
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What is (not yet) investigated?
Trains
Train OperatorTransport
Realisation of 
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Realisation of 
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Project-
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Organisation
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Source of financing
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State financed (via AZP)
Revenues SZ
AZP: Investements (= renew als??)
AZP: Renew al Infra
AZP: Mainteance Infra & Traffic Control
AZP: subsidiary combined freight transport
AZP; subsidiary passenger transport
Revenues Passengers
Revenew s Freight
Other revenues (participations, depreciation, etc.)
Revenues under rulebook RIC
Revenues under rulebook RIV
Sourcre: HSŽ Annual Report (march 2005)
1. Rail Transport in Slovenia is 
financed for about 45% by the  
state and 55% from revenues.
2. Rail Infrastructure & Traffic 
Control costs are about 35% of 
the total Rail Transport costs. 
3. Freight provides 4x more 
revenues as passengers.
4. Total passenger transport costs 
are subsidised by the state with 
about 55%.
5. Freight transport is not 
subsidised by the state.
1.2.
3.
Business impression Rail Transport in Slovenia
4.
2004
5.
Rail transport
Conclusions:
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SZ Infra: Depreciation
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SZ Infra: Materials & Energy
SZ Infra: Labour
Contractor costs Renew als+New  Infra
Other activities
Personel Reforms
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Large scale maintenance (kapital Maint.)
Day-to-day maintenance
Renew als
Investments (= Renew als??)
Financed in an other w ay (indicative)
Maintenance+TC, state financed via AZP
Investments, state financed via AZP 
Source: HSŽ Annual Report (march 2005)
1.  Labour is the major cost 
driver.
2.  Traffic Control costs are about 
40% of the state financed 
infrastructure costs.
3.  Investment costs (considered 
to be renewal costs) were in 
2004 much higher as in other 
years. The renewal costs in 
2004 were about 45 % higher 
as in the past 4 years.
3.
Business impression Rail Infrastructure in Slovenia
1.
2.
2004
Rail transport
Conclusions:
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Views on Rail Infrastructure costs
Managerial
point of view 
(1)
Existing
Rail 
Infrastructure
New       
Rail 
Infrastructure
Financial
point of view
Investment 
costs
Capital        
or 
Exploitation 
costs
Project budget
Year budget
Current Maint. 
= Small scale 
Maintenance
Capital Maint. 
= Renewals   
(value >… Euro) 
New Rail 
Infrastructure 
(additional to 
existing infra)
Maint.(Capital) 
= Large scale 
maintenance 
(value <… Euro)
Managerial
point of view 
(2)
Cost of rail 
infrastructure
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wear and tear
Decreasing average 
yearly renewal costs
because of longer life
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Public Rail Infrastructure (PRI) costs and funding in 
Slovenia (1)
Cost of rail 
infrastructure
Costs:
PRI Current Maintenance (= small scale maintenance)
PRI Capital Maintenance (= large scale maintenance)
PRI Investments (= renewals and new infra)
Funding:
Budget
Loan
N.Budget Loan Total N. Budget Loan Total N. Budget Loan Total N. Budget Loan Total N. Budget Loan Total
PRI Maintenance, current 7.085 0 7.085 3.972 5.056 9.028 2.404 7.650 10.054 5.417 4.738 10.155 9.622 679 10.301
PRI Renewal (capital Maint., SZ) 1.141 0 1.141 486 0 486 137 200 337 420 126 546 0 0 0
PRI Renewal (capital, third parties) 308 0 308 346 0 346 127 151 277 722 37 760 0 348 348
PRI Renewal TOTAL 1.449 0 1.449 832 0 832 264 351 615 1.142 163 1.306 0 348 348
PRI Investments 3.500 0 3.500 1.642 944 2.586 3.876 249 4.125 3.102 562 3.663 3.660 4.586 8.247
12.034 0 12.034 6.446 6.000 12.446 6.544 8.250 14.794 9.661 5.463 15.124 13.282 5.613 18.895
2000 2001 2002 2003 2004
The only investment in new infrastructure in the time period considered in 
the table above was the Puconci – Hodoš track section. Its costs in 2000 and
2001 were 23 billion SIT. As it would greatly distort the overall picture of the
railinfrastructure costs and funding, the figure was omited from our analysis. 
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seems to be 
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2004  
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Used information for benchmarking
M&R costs (excl.stations) 14051 mio Tolar = 56,45  mio Euro
–Maintenance costs 10301 mio Tolar = 42,12 mio Euro
–Renewal costs (estimation of SZ) 3750 mio Tolar = 15,33  mio Euro
–Overhead costs included in M&R costs
Km track 1559,6  km
–Km main track 1200 km (estimation Jan Swier)
–Km side track (<40km/u, not for daily time table):  359,6 km (estimation Jan Swier)
–Single track 895 km
–Double track 331 km * 2 = 662
–With electrification 834 km
–Without electrification 727 km
Switches 2703 number
-In main track 1500 (estimation Jan Swier)
-In side track 1203 (estimation Jan Swier)
Passengerkm 764 mio pkm
Net ton km freight 3463 mio (figure SZ)
Trainkm 15,6 mio train km (estimation Jan Swier)
–Trainkm passengers 7,6 mio trainkm (estimation Jan Swier: 100 passengers/train)
–Trainkm freight 8 mio trainkm (estimation Jan Swier: 800 gross tonne/train)
Gross ton km 7920 mio gross tonne km (estimation Jan Swier)
Grosse ton km passenger 1375 mio (estimation Jan Swier: average 180 ton/passenger train)
Grosse ton km freight 6545 mio (figure AZP)
Cost of rail 
infrastructure
Investments are considered to be 
“Renewals”. 
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The harmonization method used for financial data consists of five 
different steps
Maintenance expenditures
incl. organisation costs 
(2003)
Average renewal expenditures
incl. organisation costs 
(1996-2003 where available)
Infrastructure details
maintrack
electrified main track
single track
multiple track
switches in main track
train kilometer
gross tonne kilometer
Input data Harmonisation steps
1 Purchasing Power Parities
3 Single vs. multiple track
4 Switch densities
5 Track utilisation
2 Degree of electrification
Maintenance
expenditures incl.
organisation costs 
+
Renewal
expenditures incl.
organisation costs
Cost per
main track km or
unit of transport
Calculated results 
for comparison
Cost of rail 
infrastructure
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Costs can be benchmarked from different perspectives
Operation LCC/trainkm
Train frequency
(train-km/km main track
Transport
Markets
Benchmark UnitIndicators for
Utilisation
Rail Infrastructure
LCC/km main track
Tonnage/track
(gross ton-km/km main track)
Passenger-km/train
Net ton-km/trainCommercial
Utilisation
LCC/transport unit
= Transport Units/train
Cost of rail 
infrastructure
LCC = Life Cycle Cost
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PRI Investements, considered to be Renewals
PRI Capital Maintenance (Large Scale?)
PRI Maintenance, Train station
PRI Maintenance, capital (Large Scale?))
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Rail infrastructure costs in Slovenia:                
low proportion of renewal costs
Cost of rail 
infrastructure
Maintenance
Renewals
Maintenance, 
Large Scale
Average renewal costs
over 3 years. For Slovenia
the average over 5 years.
Considering the quality of 
the rail infrastructure (sheet 
29-32) the proportion of 
renewals is low
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Cost comparison from the perspective of a 
rail infra manager (original costs/km main track)
Assumptions for Slovenia: 
*1200 km main track 
*All investment costs  are 
Renewals
Original costs are not a 
good benchmark because 
of differences in:
*Purchasing Power
*Switch density
*Catenary density
*Single/double track 
*Utilisation 
Cost of rail 
infrastructure
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Sources: UIC benchmark (LICB 2004)  and HSŽ
 
Note: Letters on the x-axis on slide above refer to different European countries. Code letters 
of other countries may not be revealed as UIC and IPA surveys are performed anonymously.   
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Harmonised Life Cycle Cost in Slovenia 
are about 23% below the average:
*Maintenance costs about 8% above 
average
*Renewal costs about  42% under 
average   
Cost of rail 
infrastructure
Cost comparison from the perspective of a 
rail infra manager (harmonised costs/km main track)
Assumptions for Slovenia: 
*1200 km main track 
*All investment costs  are 
renewal costs
Sources: UIC benchmark (LICB 2004)  and HSŽ
 
Note: Letters on the x-axis on slide above refer to different European countries. Code letters 
of other countries may not be revealed as UIC and IPA surveys are performed anonymously.   
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Difference between original and harmonised Life Cycle -
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The cost harmonisation has a 
small effect on the LC-costs in 
Slovenia, because:
*Low Purchasing Power-rate
*High utilisation in gross ton
*High switch density
Cost of rail 
infrastructure
Sources: UIC benchmark (LICB 2004)  and HSŽ
 
Note: Letters on the x-axis on slide above refer to different European countries. Code letters 
of other countries may not be revealed as UIC and IPA surveys are performed anonymously.   
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Cost benchmark from the perspective
of the train operator (original costs/trainkm)
Assumption for Slovenia:
*15,6 mio trainkm
*All investment costs are 
renewals
LCC/trainkm in 
Slovenia are about 
30% below averageG
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Cost of rail 
infrastructure
Sources: UIC benchmark (LICB 2004)  and HSŽ
 
Note: Letters on the x-axis on slide above refer to different European countries. Code letters 
of other countries may not be revealed as UIC and IPA surveys are performed anonymously.   
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Broken Rails (2002)
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Assumptions for Slovenia: 
1200 km main track 
Quality Indicators (1)
Broken Rails have a strong
correlation with (in)sufficient rail 
renewals and maintenance
Failures are influenced by
maintenance and renewals
Train effecting failures         
(> 5min.delay, Technique+Proces)
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Assumption for Slovenia:
*1200 km main track
*15% of all failures (7876) 
are train effecting >  
5min.
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Quality of rail 
infrastructure
Sources: Infrastructure Performance Analaysis (IPA, January 2004) and HSŽ  
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Quality indicators (2)
Speed restrictions
(number/1000 km main track):
Netherlands: 0,4
Slovenia: 55
Punctuality                               
(5 minute treshold, long distance traffic)
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Source: IPA benchmark study March 2005 + H SŽ
Speed restrictions are 
a strong indicator for
insufficient renewals.  
Punctuality is 
influenced partly by
rail infrastructure
Quality of rail 
infrastructure
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Different causes of speed restrictions
Cause:
renewal not in time
The majority of speed 
restrictions is because
renewals were not in time
Type 1 Poor structure
Type 2 Decrepit fixation of track
Type 3 Decrepit sleepers
Type 4 Decrepit bridge sleepers
Type 5 Decrepit switch
Type 6 Track unevenness
Type 7 Track width
Type 8 Derailment
Type 9 Newly build switch
Type 10 Poor substructure
Type 11 Tunnels
Type 12 Test run of autom. LR
Type 13 Level crossing (LR)
Type 14 Poor stability
Type 15 Underpass construction
Type 16 Crumbly slope
Type 17 Landslide terrain
Type 18 Unfinished works
Type 19 ???
Quality of rail 
infrastructure
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Major lines have the majority of speed restrictions
Number of Speed
Tracks/ Restric- Cause
Line: electrified tions speed restrictions
Jesenice-Sezana 1 11
Koper-Divaca 1/E 0
Ljubljana – Jesenice (boarder Austria) 1/E 2 1
Ljubljana – Sezana (boarder Italy) 2/E 10 2,3,4,5,8,9,10,19
Ljubljana – Kamnik 1 1
Ljubljana – Maribor – Sentilj (boarder Austria) 2/E 27 1,3,4,,5,6,7,13,18,19
Ljubljana – Trebnje 1 0
Zidani Most – Dobova (boarder Kroatia) 2/E 3 14,15
Trebnje – Sevnica 1 0
Trebnje – Metlika (boarder Kroatia) 1 0
Celje – Veleneje 1 1
Grobelno – Rogatact / Imeno (boarder Kroatia) 1 1
Pragersko – Sredisce (boarder Kroatia) 1 2
Ormoz – Hodos (boarder Hungary) 1 1
Maribor – Dravograd (boarder Austria) 1 0
Ljutomer – Gornja Radgona 1 0
59
Quality of rail 
infrastructure
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Examination of two types of lines
Main Line
Ljubljana-Maribor
*Double track
*Catenary
*Max. speed 160 km/hr
*Passenger and freight trains
*Fast and stop trains
*140 km
*5 (?)  stations for fast trains
*27 stations for stop trains
*1 station per 5,2 km
*140 km
*2 hrs travelling time
*Average speed: 140km/2hrs = 70 km/hr 
Regional line
Ljubljana-Kamnik
*Single track
*No catenary
*Max. speed 80-100 km/u
*Only passenger trains
*Only stop trains
*25 km
*16 stations
*1 station per 1,5 km
*25 km
*50 min travelling time
*Average speed: 25km/50 min = 30 km/hr.
Quality of rail 
infrastructure
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Impressions from a train ride 
between Ljubljana-Maribor (1)
Construction:
–Many narrow curves; tilting train is a good choice
–Warning system for falling rocks (2-3 times per year false alarm)
–Sufficient track alignment
–Not much level crossings and bridges; sufficient/good quality and alignment 
–Broadly speaking a thick ballast bed of reasonably good quality
–Limited amount of concrete sleeper, no switches on concrete
–Relatively light catenary construction, partly rusty
–Good flat sub structure (goof fundament) for track and switch renewals
Maintenance and renewal:
–Three renewal works by daylight; single track passing
–Good safety measurement on worksites
–Good provisions for personal safety
Train operations:
–140 km distance and more than 2 hrs travelling time.
–Maximum line speed of 160 km/hr was limited to 120 because of an administrative problem
–A lot of speed changes
–A delay of about 20 minutes
Quality of rail 
infrastructure
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Impressions from a train ride 
between Ljubljana-Maribor (2)
Findings & observations:
*The visual quality of the rail infrastructure was better 
as expected, given the limited amount of renewals; HSŽ
seems to have dedicated and skilled maintenance 
people.
*Provisions and an eye for personal safety.
*Good safety record but train delays and failures seems 
to be accepted; there is a huge potential to improve 
quality. The question is: “why and for whom?”.
*Several temporary speed restrictions because of 
renewals by daylight. Is it considered  to do the 
renewals at night?
Quality of rail 
infrastructure
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Impressions from a train ride 
between Ljubljana-Kamnik (1)
Construction:
–Mix of straight track and small curves
–Sufficient track alignment
–Quite a lot of level crossings
–Broadly speaking a thick ballast bed of reasonably good quality
–Wooden sleeper.
–No catenary
–No fences
–Only simple and short switches, for the eye of a reasonable quality
Train operations:
–Very basic and simple stops
–25 km and 50 min. travelling time
–Max. speed of 80 km/hr, no speed restrictions
Quality of rail 
infrastructure
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Findings & observations:
*A very simple line.
*Very simple stops.
*Because of a max. speed of about 80 km/u a lower 
technical quality is acceptable; no temporary speed 
restrictions.
*The visual quality of the rail infrastructure reasonable 
given the limited amount of renewals.
Quality of rail 
infrastructure
Impressions from a train ride 
between Lublijana-Kamnik (2)
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Characteristic of Traffic Control in Slovenia
*Tasks:
*Traffic control
*Preparing timetable
*Train dispatching
*Track watchman
*…….. personal
*7.160 mio tolar per year (2004)
*90% route km with localy, manual control
*10% route km with remotely control
*3 Posts: Ljubljana, Postojna and Koper
*Relay technique
Traffic Control
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Cost benchmark of Traffic Control
Source: IPA benchmark study, march 2005 + HSZ
Traffic Management Costs
(Assumptions for SZ:15,6 mio trainkm and 7.160 mio tolar                              
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Traffic Management Costs
(Assumption for SZ: 1000 km maintrack, 7.160 mio tolar)         
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Uncertainty:
is the scope for 
Traffic Control 
costs in Slovenia 
the same as in the 
other countries?
Traffic Control
 
 
Note: Letters on the x-axis on slide above refer to different European countries. Code letters 
of other countries may not be revealed as UIC and IPA surveys are performed anonymously.   
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Technology has a high impact on productivity
and costs of Traffic Control
Position of Slovenia?
Traffic Control
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HSŽ has a ISO 9004 certification
 All processes are described, incl.  functions, 
procedures and key performance indicators.
 Three management levels: Holding, Business 
Units and Sections
 Every manager has a set of indicators.
 An integrated information system connects 
people and different data flows.
Conclusion:
HSŽ has an organised maintenance organisation 
based on objective quality control principles. This 
is quite unique and of great value.
Organisation
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Productivity SZ-maintenance
HSŽ + AŽP
ProRail (1998)
Kintetsu (Japan)
Maintenance
people
Main
track km
People/ main
track km
Ca. 1980
Ca. 3400
Ca. 1570
Ca. 1200
Ca. 4800
Ca. 1000
1,7
0,7
1,6
IN
DI
CA
TI
VE
The productivity in Slovenia 
seems to be lower as in Holland 
or Japan but be carefull with 
conclusions. The amount (and 
perhaps also the quality and  
dedication) of the maintenance 
people at HSZ compensate 
negative circumstances:
*low(er) mobility crews
*low(er) degree of mechanisation
*lower average working time 
*low Quality and Punctuality
*backlog in Renewals 
People have the highest value to   
keep up rail infrastructure 
quality (incl. safety). Don’t 
reduce the amount of 
maintenance people without 
compensating measurements:
*Increased mobility crews
*increased mechanisation crews
*Higher average working time 
*(Far) more Renewals 
*…………..
*Mobility crews
*Mechanisation crews
*Average working time
*Day work
*Rail infra (RAMS) quality
*Train punctuality
*Proportion M:R
*Utilisation 
HSZ/AŽP ProRail Kintetsu
Differences between the countries:
Low
Low
7,5 hrs
90%
Low
75%
10:1
Middle 
High
High
8 hrs
60%
High
86%
1,4:1
High 
High
High
8 hrs
25%
Very High
98%
1:1
Very high 
Organisation
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Findings & Observations
1. Rail infrastructure is heavily used by freight transport.
2. Low Life Cycle Costs but high Maintenance costs because of backlog in renewals.
3. Maintenance and renewals are managed separately by respectively HSŽ and AŽP. 
Result: no LCM optimization. 
4. Relatively low rail infrastructure quality; high amount of  speed restrictions, failures 
and broken rails.
5. Rail infrastructure looks reasonably well maintained. This is an indication of a 
skilled and dedicated maintenance organisation. Failures and speed restrictions 
indicate a lack of renewal.
6. A well organised maintenance organisation at HSŽ: ISO 9004 certified.
7. Good information and indicators about costs, quality en quantities at HSŽ.
8. Focus on standardised maintenance plan based on law and regulations; there 
seems to be limited possibilities to differentiate specifications and activities 
according to circumstances, capabilities and results.
9. Very short maintenance contract of 3 months between HSŽ and AŽP.
10. Train delays and failures seems to be accepted because of focus on budgets; 
limited/no focus of stakeholders and management on (RAM) quality consequences.
11. Considerable amount of maintenance people likely because of unfavourable 
conditions: lack of renewals, limited mobility, less weekly working hours,…….. 
12. Costs for Traffic Control seems to be rather high. Possible explanation: difference 
in scope and/or technology.
Findings
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Proposed additional analysis and 
fact finding
1. Relation between:
* Government – AŽP
* AŽP – (project mngt. of) Renewals
2. Task, responsibility and products of:
* Government
* AŽP
* Quick Scan/audit of quality system HSŽ
3. Renewals; realisation process and (unit) costs
Not (yet) 
investigated
Investigated in the 
period 4-6 april 2004
Government
SZ
Passengers 
& forwarders
AZP
Trains
Train OperatorTransport
Realisation of
Maintenance
Maintenance 
& Renewal
Realisation of 
Renewals and
New infra
Project-
management
Findings
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Framework for professional asset 
management (1)
1. Manage maintenance & renewal activities as a twofold 
ness; manage the life cycle as a whole.
2. No budget but output management:
* Costs, Performance, Conditions and Time are inextricable; a 
manager has to manage them in coherence.
* Not a prescribed periodical maintenance plan but a risk based 
one (risk = condition/utilisation/failure/….).
* Secure and improve not only safety but also reliability, availability 
and maintainability (RAMS).For example: reduce speed 
restrictions and failures to improve punctuality and journey time.
3. A long term contract relation based on a long-range 
maintenance & renewal plan and performance targets.
How to
continue
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Framework for professional asset 
management (2)
4. Continuous improvement of the efficiency of people:
* Maintenance; increase mobility, increase mechanisation, 
concentration of labour, …….
* Traffic Control: remote control and computer 
technology,………..
5. Decrease complexity of the rail infrastructure and 
the whole rail transport process: less complexity 
increases the efficiency and effectivity.
6. Good and natural balance of tasks, responsibilities 
and competences between key players: strategic 
(“what”), tactical (“how”) and operational (“do”).
7. Relations between organisations based on explicit 
input & output specifications and targets.
How to
continue
 
 
Note: Letters on the x-axis on slides 24-28 refer to different European countries. “A” stands 
for Slovenia and “H” for ProRail. Code letters of other countries may not be revealed as UIC 
and IPA surveys are performed anonymously.   
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Annex 4. List of organizations to which this report has been officially sent. 
 
HSŽ 
Alenka Poglajen Kos  Head of Department for Personnel and 
General Affairs 
Alojz Vidmar  Executive Director of Freight Transport 
Boris Trotovšek Head Engineer for Electro-technical Devices 
Franc Primožič  Director of Traffic Control Division 
Frank Mišetić  Head of Department for Superstructure 
Goran Rajačič  Head of Department for Safety  
Igor Baša  Head of Section for Track Maintenance 
Postojna 
Igor Hribar  Head of Marketing (Freight Transport) 
Janez Novak Head Designer 
Josip Orbanič Head of Quality and Environment 
Management Systems 
Jože Urbanc  Head of Department for TC 
Marjan Biščak Head of Section for SS&TC in Ljubljana 
Marjan Zaletelj  Assistant to Executive Infrastructure Director 
for Maintenance 
Marko Brezigar Head of Investments 
Marko Frece  Head Engineer for Strategy and 
Development 
Matilda Kočar  Head of Economics  
Miran Udovč  Head of Service for Electro-technical 
Activities 
Mirjam Kastelič Head of International Relations 
Nevenka Bricelj  Head of Department for Financial Operations 
Vera Marot  Analyst (Personnel), Infrastructure Division 
Zlatko Kumše  Head of Service for General and Economic 
Affairs (Infrastructure) 
Zvezdana Dolenec  Head of Service for Substructure 
Zvone Ribič  Head Engineer for Infrastructure 
Maintenance 
Traffic and 
Transport Institute 
Janez Šturm  Senior Researcher  
AŽP 
Ana Urbajs  Commercial Public Service Controller 
Anton Hojnik Head of Sector for Strategy, Development, 
Investment, and Projects 
Danilo Vek  Head of Department for TC&SS 
Maintenance 
Kristijan Novak Head of the Strategy Department 
Ljubo Žerak Adviser to Director 
Natalija Kunstič Head of Finance, Accountancy, and Planning 
Service 
Rajko Satler Director 
Sonja Visinski  Internal Auditor 
Tanja Prapertnik  Head of the Planning Department 
Ministry of Franci Radman  Undersecretary (Financial Service) 
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Transport Janez Božič  Minister of Transport 
Jelka Funduk Acting Director General 
Peter Verlič  State Secretary 
Ministry of Finance Andrej Bajuk Minister of Finance 
Kristina Šteblaj  Senior Adviser (Budget Directorate) 
Tomaž Babič  Undersecretary  (Public Property Directorate) 
EIM March Falci   Secretary General 
CER 
Ad Toet Advisor Central and Eastern Europe 
Countries 
Johannes Ludewig Executive Director 
DG TREN Jan Scherp European Commission (Rail Transport and 
Interoperability Unit) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
